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Asean moves 
closer to 
isolating 
Khmer Rouge 


to isolate the Khmer Rouge 
in Cambodia was boosted when 
the Association of South-east 
Asian Nations condemned the 
faction far past atrocities 
said it must not be allowed 
to regain power by force. 

This is the first time the 
Asean countries have attacked 
the Khmer Rouge by na™ 
Page 18 

Mongol opposition 

A democratic group seeking 
to end Mongolia’s 69-year-old 
communist system proclaimed 
itself the nation's first opposi- 
tion party. Page 3 

NorwayfavotnrsEC 

Norwegian opinion has swung 

sharply in favour of member- 
ship of the EC, according to 
a poll published in the newspa- 
per, DagfaladeL Page 2 

Tyro fears recode 

Fears were receding thata 
huge pile of burning tyres 
would create an environmental 
disaster Iot a rural area of 
southern Ontario, Canada. 

Page 2 

Soviet dteconfbent 

A rally of 50,000 protesters In 
Dushanbe, capital of Tadzhikis- 
tan, called far sweeping politi- 
cal reforms in the Soviet 
republic amid signs that 
heightened political discontent 
w a- spreading through Soviet 
central Asia, page 2 

Castro co n for ms 

President fidd Castro set out 
to streamline the main struo-. 
tores of .Cuba's Communist 
Party to cope with the island's 
deteriorating economy and 
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chacge m h<^h the Soviet 
Onion and Comecon, the Sovir 
et-dominated tradingfaloc. 

Paged - ■■■ - 

UK offers carrot 

Britain held ad the prospect 
oCresumed aid to. Yfetnam as 
acarrottotry fop^snade 
Hanoi to accept fmcihle return 
of more boat people firom over- 
crowded campsin Bong Kong. 
Page 3 

Airbuses grounded 

-India wQl ground its 14 remain- 
ing A320 Airbus airliners from . 
today because of public fears 
about thear safety, the Ovfl 
Aviation Minister sahL ; 

Hong Kong protest : 

Hundreds of Hong Kong rest- 
dents staged a protest rally 
against compromises between ' 
Peking andlxmdanonthe cok 
any*s poU t lcgl future when 
China takes control from 1897. 

Reagan taped 

Fcamer DS President Ronald : 


of video-taped court evidence .. 
on bow much he knew about 
his naticmal security adviser’s 
role In the InmnCootrascandaL 

Sharon to fight - 

Ariel Sharon, who formally 
submitted his resignation as 
Israeli trade ministffl:, said he . 
would run for leadership of 
the right-wing Likud before 
the next general election, due 
by the end of 1992. Page 4 

Clashes 2n Taiwan 

Taiwan opposition protesters 
piaoVioH with police in the 
northern' port of Keetung in 
the first violence of the.udahd's 
presidentisd^ elecHoncampaign. . 

A cad to arms 

The Popular Front for the Lib- 
eration of Palestine called on 
Palestinians , to take up flnrwg 
against Isael within the occu- 
pied territories and across the 
borders of the Jewish state. 

Ne palese riot 


dents and pohtfcal activists 
defied police batons and tear- 
gas to take over central Kath- 
mandu in the firet anti-gavem- 

rrttmt #fa»wirm« f»Mt.lmi for .' 

11 years. . 

Fatal JaBbraak .. 

A prisoner feD to his death- 
and another was serioialy 
injured when gunmen woo 
hijacked a helicopter tried to 
pluck them off the roof of 


jail south of Paris. 

Crash kflts 19 .. ... 

A truck loaded with wheat 
crashed head-on into an inter- 
city bus in northern Qhfle, MH- 
ing l9 people and injuring 3i 
others. . ". • 

Unclaimed jet 

Taiwan customs officers are 


Business Summary 


Gorbachev 
adviser 
backs market 
economy 

Professor Nikolai Batrakov, 
reoentlyappointed personal 
economic adviser to Mikhail 
Gorbachev, remains committed 
to the total transfer of the 
Soviet economy to a “normal - 
market economy.” In an inter- 
view with the Financial Thnes, 
he melt out his uncompromis- 
ing ded ication to radical mar- 
ket-oriented reform. Page 18 

EUROPEAN Monetary System: 
Worries about the inflationary • 
impact of possible German 
monetary union, plus a firm 
dollar, kept the D-Mark sub- 
dued and generally out of 
favour last week. This meant 
there was uo pressure on the - 
SMS. The Italian lira was the 
strongest currency,' and at 
times the French franc was 
the weakest The Belgian franc 
finished as the weakest mem- 
ber an Friday, but within its 
cross-rate limit against the 
lira. 
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□UnH ECU Party M Deposition 

The chart shmos the ants tr aSn ts 
.m EMS exchange rates. The 
upper grid, based an the sgs- 


ofunclaimedbaggasKaChi' 
nesehuflt replica of a Soviet 
MiG-19 jet fighter discovered 
in a shipment from Japan. 


the ctvssrmtes from wmeh . only 
the peseta mag mobetg/ more 
GtattZh per-ceo i, The lower 
chart 'gims currencies ’ diver- 
gence from the central rate 
against the European Currency 
Unit (Ecu). .. 

GENERAL MOTORS* European 
operations achieved record 
net profits last year erf $L83hn, .. 
wwi fh -mi ng the flnawrial frana . 
formation: achieved by the 
world’s largest vehicle maker 
in Europe in the late 1980s. 
tt isnowouQierfiHiningits : 
arch rival Ford. Page 18 

HONG- KONG retained its posi- 
tion as the world's busiest con- 
tainer port last year, with more 
than 4.4m ten’s (twenty-foot . 
equivalent units) h anflll wd, an 
Increase of 10 per cent over 
the previous year. Page 4 

DREXEL Burniuua Lambert’s 
demise and the coUapse of the 
US junk band market has _ . 

brought on a bout of credit 
revulsion in the US, particu- 
larly damaghtg the market in 
subordinated or “mezzanine" 
loans. Page 20 ~ 

BANCO Hlspano Americano 
of Spain and West Germany’s .• 
Commerzbank have begun 
. talks with Banco dl Rtnba, 
state-controlled Italian bank, 
which may Tesult in the three 

■ hanks exchang ing pqirity hrifl. 
'ing5.Page21 

ECHO BAY Mines, North • 
American gold producers, saw 
shhrea foUby 12 per cent after 
the company revealed there . . 
was for less gold and silver 
in Us McCoy-Cove deposit in 
Nevada than previously esti- 
mated. Page 21 

ZURICH Group fe the latest 
company to have run 'Into- trou- 
ble because of the adverse con- 
ditions in the UK property 
development and construction 
sectors. Page 23 

cttabr buy-back programme 
of BAT Industries, the tobac- 
co-based conglomerate which, 
has been . under hid threat from. 
Sir James Goldsmith’s Hoylake 
consortium, has faced sharp 
attach in resulatory hearii^s 
before the (Mifomia Insurance 
Department: Page 23 ... 

MACK TRUCKS, US vehicle 
manufacturer battered by a 
sales slump,r^ortedaforbig- 
ger loas for the year than Wall 
Street .had expected. Zt 

POLAND has Kided a long 
period (rf uncertainty about . 
future plans for its motor 
industry by signing a Mter 
of intent on co-operation with - 

^crion of pas- 

senger car.Page z 

FRANKLIN Savings Assodft- _ 
tlon, a Khnsaftbased savings 
and loan with assets of JllAbn, 
has become the latest troubled 
thrift to be taken under the ' 
control of US federsd regula- 
tors. Page 21 


troops must stay in Germany says Thatcher 




■** 


Prime Miwiwtor Margaret Thatcher admowledges the anlaiiu of 
Britain’s leading Jtews after her speech yesterday 


MRS MARGARET Thatcher 
yesterday underlined her con- 
cern at the potential threat to 
Western security posed by uni- 
fication of the two Germanys 
by insisting that Nato troops 
must remain indefinitely on 
German soil writes Philip Stev- 
ens, Political Editor. 

In a speech to the Board of 
Deputies of British Jews, the 
British Prime Minister also 
suggested that, for an interim 
period at least, the Govern- 
ment of a united Germany 
should accept a Soviet pres- 
ence in what is now East Ger- 
many. 

More broadly, she said that 
the collapse of communism in 
Eastern Europe would offer 


Britain the opportunity to 
make same reductions in its 
defence forces. 

She emphasised, however, 
that such cutbacks could be 
made only in the context of 
balanced reductions by both 
Nato and the Warsaw Fact and 
that the Government would do 
nothing which pat Britain's 
security at risk. 

Airs Thatcher was careful to 
stress that Britain had always 
backed German unification if it 
was the result of the “freely-ex- 
pressed" will of the people of 
both states. She also praised 
Chancellor Helmut Kohl’s com- 
mitment to Nato. 

The Prime Minister added, 
however, that unification 


should not make others -in 
Western and Eastern Europe 
and to the Soviet Union -feel 
less secure. 

“That means that we want to 
see Germany remain part of 
Nato, with American and other 
troops stationed there, with 
some special arrangements for 
East Germany, to meet the 
Soviet Union's security con- 
cerns. Indeed it would be quite 
reasonable for some Soviet 
troops to remain there at least 
for a transitional period.’’ 

In parallel, she added, 
Britain understood and fully 
supported Poland’s wish to see 
its western border guaranteed 
by treaty. 

Hie tone of Mrs Thatcher’s 


remarks -and the choice of 
audience -appeared to confirm 
her deep anxiety about the 
speed of recent events in 
Europe, and her determination 
to ensure that the rights of the 
four powers in Germany were 
respected. 

Underlining the need to pre- 
serve existing treaties and 
boundaries she added that: “It 
is on the basis of four-power 
rights and responsibilities that 
the allies have preserved West 
Berlin's freedom for over 40 
years." 

Mrs Thatcher’s stance has 
led to a significant rift with 
Bonn, and to divisions in 

Continued on Page 18 


Japanese give LDP decisive Demonstrators 
victory in big poll turn-out se . ize Romanian 

By Ian Rodger in Tokyo Vice President 


By Ian Rodger in Tokyo 

THE Liberal Democratic Party, 
which has ruled Japan since 
1955, overcame widespread 
public dissatisfaction with its 
policies and its corrupt ways to 
score a decisive victory in yes- 
terday’s general election. 

By toe tone toe final votes 
were counted early this mom- 
tog, the LDP was expected to 
win more than 270 of the 512 
seats in the lower house of the 
Diet (parliament), giving it 
overall control An unusually 
high turn-out, 7R27 per cent; 
testified to interest in an elec- 
tion which the .LDP said was 
about a choice between free- 
dom and socialism. 

- LDP leaders’ delight with the 
result was tempered by the 
expectation that it would face 
obstacles , in gaining approval 
for its legislation for toe next 
few years - the party lost con- 
trol of the upper house of the 
Diet to last July's elections. 
Also, party leaders know that 
toe US and other foreign gov- 


ernments will feel freer to pur- 
sue demands for Japan to open 
its markets wider to imports 
now that toe political situation 
has become more stable. 

Mr Ichiro Ozawa, the LDP’s 
secretary-general and chief 
strategist for the election, pre- 
dicted last night that toe 1990s 
would be “a harsh period for 
Japan in the international 
community.” Already thta 
week, two US delegations are 
visiting Tokyo .to discuss on 
structural trade barriers and 
security issues. 

Yesterday's win confirms a 
remarkable recovery for the 
LDP after last July’s upper 
house elections when voters 
deserted the party in droves 
because it had introduced a 3 
per cent consumption tax and 
opened agricultural markets, 
and because some of its leaders 
bad become entangled in brib- 
ery and sex scandals. 

AH the leading LDP politi- 
cians implicated in the Recruit 


bribes scandal last year, 
including Mr Yasuhiro Naka- 
sone, the former Prime Minis- 
ter. and Mr Kiichi Miyazawa, 
the former Finance Minister, 
won back their seats yesterday 
and will now claim to have 
been purified by the election. 
Mr Nakasone said: 1 think toe 
matter has been settled. The 
public has ™<h its Ju d gmen t ” 

Mr Toshiki Haifa, the minor 
LDP figure poshed into the 
Prime Minister’s chair last 
July when the party needed 
someone untainted by Recruit, 
is likely to carry on for the 
time being. Mr Ozawa said last 
night “E we win a majority, 
that is a green light for him.” 

The light is not expected to 
remain green for more than a 
few months. Mr Shintaro Abe, 
the former Foreign Minister 
who is among those “purified” 
of Recruit implications and 
who has wide support to the 
party, is manoeuvring vigor- 
ously to replace him. 


Among opposition groups, 
last summer’s trends contin- 
ued, with the Japan Socialist 
Party (JSP), the hugest opposi- 
tion party, making substantial 
advances and marginal opposi- 


With 81 seats still to be 
decided late last night, the JSP 
had won 114 - 29 more than it 
took in the 1988 election. The 
Japan Communist Party, 
which has been hurt by associ- 
ation with European commu- 
nist regimes, had only 13 seats, 
half as many as it won in 1986, 
late last 

Mr Tsuruo Yamaguchi, JSP 
secretary-general, warned last 
night that toe opposition par- 
ties, despite their varying for- 
tunes, remained united in their 
opposition to LDP policies. In 
particular, they would coutin- 
ute to try to abolish the con- 
sumption tax. 

No easy an swers. Page 4; Edi- 
torial comments. Page 16; 
Winning foes. Page 17 


The inconsistent taint of Recruit 


VOTERS mete out their 
judgments In curious ways,* 
writes Itu* Rogger in Tokyo: In 
Japan's general election yes- 
terday, they forgave’ and re- 
elected more toon half of the 
politicians Involved In the 
Recruit bribery scandal last 
year, but threw out the man 
who drafted the hated 3 per 
cent consumption tax and 
another who said last summer 
that woman were useless in 
politics. . 

(toe . of the meto points of 
interest was what would hap- 
pen to the score of politicians, 
hududing fanner Prime Minis- 


ters Yasuhiro Nakasoheatid- 
Nobom Takeshlta and- other 
former cabinet -jpmriesre, who 
had been implicated in the 
Recruit scandaL 

The politicians let It be 
known that they considered 
the election to be like the 
Shinto purification rite, nris- 
ogL If they won, then toe taint 
would be considered washed 
away and they could return to 
office or,, in the case of Mr 
Nakasone, return to the party. 

Of the 20 who ran, U won, 
including Mr Nakasone and 
Mr TakesUta. Mr Nakaso ne 
suffered a si gn i fi c an t slump in 


. his vote fr«n .U&000; to 8&000 
^>ut Mr Yah e s Mt a suffere d no 
tosat all .On die other hand, 
Mr Taken F ujfnaiwl , who is on 
trial for taking bribes from 
Recruit,' scraped home only 
because two socialist candi- 
dates split the vote. 

Voters were more severe in 
fhrfr treatment of Mr Sadanml 
Yamanaha, former chairman 
of the Liberal Democratic Par- 
ty's research commission on 
the tax system and architect of 
the unpopular 3 per cent con- 
sumption tax. 

Despite 13 terms as a faith- 
fill representative of the peo- 


ple of Kagoshima in toe 
southern island of Kyushu, Mr 
Yamanaka was rejected. 

The former Agriculture, For- 
estry and Fisheries Minister, 
Mr ffisao HdrinoucM, who was 
also defeated, will be less 
lamented. He achieved notori- 
ety last July when anti-LDP 
sentiment was running high 
among women by s ugg e stin g 
that women were useless in 
politics and should stay at 
home. He that iifoe Tak- 
ako Dot, the socialist leader, 
was unfit to be Prime Minister 
because she was single and 

phlMIpng. 


By Our Foreign Staff 

ABOUT 1,000 protesters 
yesterday occupied the Roma- 
nian government building on 
Bucharest’s Victory Square 
and seized Vice President Gelu 
Voican Voiculesci. 

Mr Voiculesci was led away 
by demonstrators, and troops 
stepped in to protect him when 
it appeared be could be in dan- 
ger. They accompanied him 
and the protesters. 

Six armoured cars had 
drawn up outside the building, 
which until last week housed 
the National Salvation Front 
headquarters, but took no 
action. About 200 armed troops 
standing guard watched 
calmly. 

The occupation of the build- 
ing came after a demonstration 
by about 3,000 people demand- 
ing the resignation of Presi- 
dent ton Uiescu. 

Mr Voiculesci was locked in 
his office with about 15 sol- 
diers and demonstrators who 
accused him of acting Ufa a 
communist. 

Later, be was allowed out of 
the room to speak to reporters. 
He told them: “You don’t 
resign under the pressure of a 
mob. The demonstrators are 
made up of irresponsible ele- 
ments and some of them, are 
drunk.” 

Earlier, groups of youths 
broke free from the crowd and 
stormed the budding, used by 
Prime Minister Petre Roman 
since the revolution that top- 
pled dictator Nicolae Ceau- 
sescu In December. The pro- 
testers broke windows to gain 
entry. 

Mr Unman is on a. visit to 

France. President Uiescu has 
moved his office to the old 


Grand National Assembly 
building several miles away, 
which is now headquarters for 
the ruling provisional Council 
of National Unity. 

The violence Is a signal of 
toe public’s growing impa- 
tience and disillusionment 
with the Front's delay in 
cleaning out the ministries and 
other State bodies of the Secur- 
itate secret police and commu- 
nist party bureaucrats. 

Last week, the Front hoped 
to contain the growing number 
of demonstrations - some of 
which were staged while oth- 
ers were spontaneous - by 
agreeing to form a broadly- 
based provisional parliament 
with 37 opposition parties. 

Romania’s young army offi- 
cers have, meanwhile, secured 
probably their most significant 
political victory sinr» the revo- 
lution in December. 

President Uiescu assured 
them at toe weekend that the 
army and other institutions 
would be purged of members of 
the Securitate. 

This follows toe dismissal of 
. Mr Nicolae Militaru, the 
Defence Minister, late' on Fri- 
day, after representations by 
officers. Critics said Mr Mfii- 
taru was too old and tainted by 
past association with the Ceau- 
sescu regime. 

A representative group of 40 
officers carrying a list of 13 
demands spent three days 
negotiating with the provi- 
sional government last week. 

The army has resected being 
Ignored by the Front which, 
after the revolution, called out 
of retirement 12 generals who 
are identified with the former 


Bank of England steps in to 
settle Channel tunnel row 


By Andrew Taylor, Construction Correspondent, in London 


THE bitter row between 
Eurotunnel, the troubled 
Anglo-French consortium 
bixudtog. 'toe Hw gH«h Channel 
tunnel, and its contractors 
over Mr Alastair Horton’s 
abrasive leadership of the pref- 
ect is dose to being resolved 
folk) wing intervention by the 
Bank off England. . 

Eurotunnel is understood to 
have agreed to strengthen far- 
ther Its project management 
team by appointing a new 
senior exe c utive who would be 
.-expected to act as a buffer 
between Mr Morton and the 
. contractors. This post would be 
in addition to the appointment 
of two new senior managers, 
announced last week. 

A meeting chaired by Mr 
Robin Leigh-Pemberton, Gover- 
nor of the. Bank of Engl and, 
took place between Eurotunnel 
and ns British contractors at 
the Bank’s, headquarters in 
London on Friday. 

The British, contractors 
appear to have been satisfied 
that Mr Martcnr would be dis- 
tanced from the day-to-day 


CONTENTS 


THE MONDAY INTERVIEW 

The thorniest problem 
facing David Caicutt, 
chairman of the. UK's 
takeover panel.' Is 
i .drawing up a common 
European takeover 
code. Not surprisingly, 
he favours the UK . 
approach, but will 
' Europe listen to his . - 
argument? 

• • Pago 34 


management off the construc- 
tion contract following his 
appointment last week as 
Eurotunnel’s chief executive, 
which would leave him in over- 
all charge of the project Mr 
Morton, onreutly co-c ha i rman 
of, Eurotunnel, now becomes 
deputy chairman of toe group. 

- The five British and five 
French construction companies 
contracted to design and btdZd 
the project have opposed toe 
appointment off Mr Moirton, as 
Eurotunnel’s chief executive. 
Mr Morton has strongly critic- 
ised them for delays and toe 
increased cost off the project 
which has risen to £72bn com- 
pared with an original forecast 
of £4Abn. 

The contractors have so far 
refused to sign an amended 
construction agreement which 
would allow Eurotunnel to 
start drawing down £40pm of 
temporary finance negotiated 
with its bankers last month. 

To complicate matters, Euro- 
ttmnel on Friday was ordered 
by the. French courts to pay 
toe contractora £62m in unpaid 


fees. Eurotunnel says it cannot 
comply until the contractors 
sign toe agreement and Its 
funds are unfroaen. 

The contractors are expected 
to drop their legal action pro- 
vided the French construction 
companies accept the new 
management stru ctu re . French 
companies, which were not 
present at the Bank off England 
meeting, have had disagree- 
ments with Mr Morton but are 
tww wntagnmjgrtc. tO wards him 

than the British contractors. 

The relationship between Mr 
Morton and Sir Clifford Chet- 
wood, chairman and chief exec- 
utive of Wlmpey, one of 
Britain’s biggest construction 
companies, has been particu- 
larly stormy. A joint statement 
by Eurotunnel and the contrac- 
tors announcing toe new man- 
agement structure and the 
signing of the construction 
agreement could be made 
today provided toe all parties 
agree and the necessary legal 
requirements can be met. 

Continued on Page 18 
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Political unrest spreading 
in Soviet central Asia 


By Mark Nicholson in Moscow 


A RALLY Of 50,000 pr ot e st e r s 
in Dushanbe, capital of Tad* 
zhiklstan, yesterday called for 
sweeping political reforms in 
the Soviet republic amid signs 
that heightened political dis- 
content was spreading through 
Soviet central Asia. 

At the same time the Com- 
munist Party newspaper, 
Pravda, warned at the weekend 
that "civil confrontation, chaos 
and instability” could prompt a 
sharp crackdown on opposition 
groups. 

The editorial said the pro- 
cess of perestroika had to be 
guarded against what it 
described as a growing strain 
of "extremist’’ opposition. 

Pravda warned: “People are 
demanding stabilisation, but 
the key question of the day is 
how will this stabilisation 
arrive? On the basis of develop- 
ing democracy or on the basis 
of tightening the screws, using 
the old methods of force from 
the past?" 

In Dushanbe yesterday, res- 
idents contacted by telephone, 
said that at least 50,000 people 
gathered by the party head- 
quarters to call for the resigna- 
tion of an the republic’s top 
state and party officials and to 
repeat a list of sweeping politi- 
cal and economic demands. Mr 


Mhbobo Rahimov, a member 
of a provisional committee 
formed during riots which 
raged through the city early 
last week, said in an interview 
that the protest was called in 
anger that the party had not 
approved the resignations of 
Tadzhikistan's party chief, 
prime minister and p resident 
of the Supreme Soviet’s prae- 
sidium, all of whom offered to 
quit last week. 

He said the provisional com- 
mittee also sought the immedi- 
ate removal of troops from the 
city, mobilised to police a state 
of emergency declared last 
Monday, and for the republic's 
complete economic autonomy. 

Mr Ra him ov said there was 
deep anger that party leaflets 
in the republic had so far made 
only cosmetic concessions — ■ 
including renaming some dty 
streets after the dead to last 
week’s riots. 

He added: “The people here 
are very determined. We win 
not Stop until all our demands 
are met It is a revolution.” 

Mr Rahimov «hn ftat 
the riots had claimed at least 
70 lives, against an official 
Interior Ministry toll of IS. 

Reports of unrest also sur- 
faced over the weekend in the 
neighbouring republic of 



Uzbekistan, where local opposi- 
tion groups In the city of 
Samarkand claimed that Inte- 
rior Ministry troops were flown 
in on Saturday to quell fight- 
ing between the traditionally 
antagonistic Uzbek and Tad- 
sfrefc peoples; 

Soviet journalists confirmed 
the reports in the face of a flat 
Interior Ministry officials 

The Soviet news agency,’ 
Tass, said that an “already, 
tense” political mood In the 
republic, which went to file 
noils yest e rday tn republican 
parliamentary elections, had 
been whipped up by rumours 
«nd circulating t he city 

calling for the removal of all 
ethnic Russians from central 
Asia. The repost said that one 
man had also been arrested for 
distributing anti-Armenian 
propaganda. 

Concerted opposition to local 
Communist Party leaders also 
continued elsewhere in the 
Soviet Union at the weekend as 
regional elections approach. 
Separate rallies in the towns of 
Lvov in the- Ukraine and Nov- 
gorod, near Leningrad, railed! 
yesterday for the resignations 
of their regional party commit- 
tees. 

Meanwhile, in the Urals 
town of Sverdlovsk, where the 
regional party chief was forced 
to resign under popular pres- 
sure earlier mra^th, local 
party activists are now seeking 
the resignation of all 148 mem- 
bers of the regional mmwiWiw 
“People are sick and tired of 
the dcafnPM of these execu- 
tives," one dty party chief told 
Tass yesterday. 

■.The Supreme Soviet of the 
Ukraine yesterday voted by a 
large majority in. favour of 
ringing down, the two nnrimr 
reactors in Chernobyl , which 
remain in operation. 

In a hill on the issue, the 
parliament said that the 
Ukraine faced an ecological 
Catastrophe, atid flint. 43 rfHoa 
had dangrransfy hfgfi an- pollu- 
tion. 
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India to ground its A320 
Airbus fleet after crash 

New DelM: India will ground its 14 remaining A32Q Airbus planes* 
from today because of public fears about their safety, the Civil 
Aviation Minister, Mr Arif Mohammad Khan, said yesterday, 

Reuter reports. ■- -• >- -*■ 

A two-month-old Airbus crashed, killing 90 people, in Banga- 
lore, south India last week. Indian news agencies quoted Mr Khan 
as saying that since last Wednesday's crash, there had been four 
reports of technical snags with other Indian Airlines Airbuses 
which had shaken public confidence. 

An inquiry into the crash is expected to focus on whether pilot 
or computer error caused the high-tech plane’s crash in fine 
weather about a mile short of the runway. 

The aircraft that crashed In Bangalore was delivered only on 
December 24, one of 15 A32Q’s received by India's domestic car- 
rier, which is awaiting another four with an. option an 11 mare. 

Iranians call for death sentence 

Teheran Demonstrators demanded that British author Salman 
Rushdie be killed and Iran's top judge, in an apparent rebuff for 
President Rafsanjani, called the death edict irreversible. 

Witnesses said about 4,000 demonstrators chanting’ “Death to 
Rushdie” held a 90-minute rally in the street outside the building 
which used to house the British embassy. 

Diplomatic ties were cut last March over the late Ayatollah 
Ruhollah Khomeini’s order that Rushdie be killed for blasphem- 
ing Islam in his book The Satanic Verses. 

“This is not an opinion or a fatwa (religious decree) on which 
another ruler or judge could voice his views,” judiciary chief 
Ayatollah Mohammad YazdEL said on Teheran Radio. 

“This is a decree, and like all other judicial issues and sen- 
tences, it is unalterable and must be enacted,” Yazdi said in the 
broadcast monitored by the BBC. 

President Ali Akbar Hashemi Rafsanjani on Friday described 
the decree, issued a year ago this month, as the view of one 
expert which could be debated by others. 

Chaos in Comoros elections 

Moroni: The Comoro Islands’ first free elections broke up in 
disarray yesterday as President Said Mohamed Djohar rejected 
opposition demands for his resignation, Reuter reports. 

Seven opposition presidential candidates, alleging voting irreg- 
ularities, met Mr Djohar to press a joint demand for him to step 
aside immediately, suspend Sunday’s elections apd organise a 
new ballot within eight days. But Mr Said Ali Wamal, speaking nn, 
behalf of the seven candidates, told reporters afterwards that Mir 
Djohar had refused to resign. 

Kopp trial gets underway 

Zurich: The trial of Mrs Elizabeth Kopp, the former Swiss 
Justice Minister, begins today, Renter repents. 

Mrs Kopp, Switzerland’s first woman minister. Had been tipped 
as the country's likely first woman president Instead she is the 
first ex-minister to go an trial. She resigned in December 3S88 
after admitting she had tipped off her husband, Mr Hans Kopp, 
that the S h akarehi Trading Company was under investigation for 
laundering drug money. He quit later that day but no charges 
have ever been Drought 

Mubarak sets Moscow agenda 

Aswan: President Hosni Mubarak said yesterday that his talks 
with the Soviet leader, Mr Mikhail Gorbachev, in Moscow, next 
month would focus on Soviet Jews settling in Israel and the 
Israeli-held territories, Reuter r ep orts. 

Arab states fear many of the Jewish emigrants, expected to 
reach half-a-million over the next few years, will be encouraged 
by Israel to settle in the occupied territories. “This is Arab land 
and a disputed issue ” he said. 

Mengistu pledges ‘fight to end’ 

Addis Ababa: The Ethiopian President, General Mengistu Hafle- 
Wariam , hflfl called on his country’s armed forces to fig h t “to the 
bitter end” against Eritrean rebels who have launched large-scale 
attacks in northern Ethiopia in the past 10 days,; Reuter reports. 
Ethiopia still d enies a claim by the Eritrean People s Liberation 
Front it has captured the Red Sea portnf Masawa. 

Manila snub for Cheney 

The US Defence Secretary, Mr Dick Cheney, arriv es to 
the Philippines today far security talks althoughPresidBitCora- 

zon Aquino has declined to see him, AP reports. 


Tyres fire 

pollution 

‘controlled’ 

By Bernard Simon In 

Toronto 

FEARS WERE receding 
yesterday that, a tra g? pfl e of 
bu rnin g tyres would turn into 
an en vjronmaital disas ter for a 
rural area of southern Ontario. 

Government officiate have 
yet to assess precisely the 
potential long-term effects of 
the fire, which began a week 
ago in a privately owned ilui’up 
of 13m ifiscarded tyres - cover- 
ing about se ven he ctares near 
the farming centre of Hagers- 
vllle, 90km south-west of 
Toronto. 

But an Ontario environment 
minis try nffirfal atriit yp ^p rrffly 

there was no evidence yet of 
oil from the tyres seeping into 
local ground water supplies, 
nor of serious air pollution: 
“We’re encouraged mat we*ve 
been able to contain the oil and 
collect it," he said. 

The official estimated that 
about 4DJJ00 gallons of all seep- 
ing from the tyres bad been 
removed to a nearby oil refi- 
nery. One tyre can secrete as 
much as two gallons of dL 
fnjg fat contamination h«« been 
caused, however, by water 
used for fire-fighting which 
was polluted with oil and vari- 
ous toxic substances. 

Since the fire began, appar- 
ently through arson, the 
authorities have declared an 
evacuation area within a 
radius of about 4km of the 
dump and have advised about 
1,700 residents to leave their 
homes. 

The threat of long-term con- 
tamination of local water sup- 
plies will depend largely on the 
geology of the area, tee exact 
nature of which is still not cer- 
tain. The Ontario nffiriafa said 
authorities were still investiga- 
ting whether the material 
below the surface Is predomi- 
nantly rock, sand or day. 

Tyre fires are notoriously 
difficult to extinguish, because 
of air circulating between the 
tyres and a wire-mesh lining 
which supports the pile above 
the ground. The authorities 
have been able to put out only 
about one-tenth of the Hagers- 
ville blaze. Based on similar 


but smaller fires in the US, 
some experts expect the fire to 
bum for at least a month. 

Fire-fighting efforts were 
also hampered over the week- 
end by intensely cold weather, 
which grounded two water 
bombers usually used to fight 
forest fires. 

The fire Is likely to intensify 
research into the use and stor- 
age of tee roughly 270m tyres 
discarded in North America 
each year. Several wm q i t com- 
panies, for example, have pro- 
posed using teem as fuel in 

fcflns 

The Ontario environment 
ministry o rdered the owner of 
the Hagersvllle damp In 2S87to 
take steps to minimise the 
dump's pollution hazards. 
However, the owner has spent 
the past three years appealing 
against the government's 
order. 


Gorbachev brings perestroika to space policy 


By Mark Nicholson in Moscow 

TWO cosmonauts come down to earth 
today leaving a pair of colleagues in the 
orbital space station Mir to begin, the 
Soviet Union’s first exercise- to. gravity? 
defying economics. 

The Alexanders Vxtorenko and Sere- 
bov will land having completed - a fire- 
month stint in Mfr, wiann*^ on and off 
since its launch in February 1986, 
which Soviet officials- say cost Roubles 
90m (about £90m). 

Their mission also included th e 
highly uneconomical use of a motor- 
cycle in outer space. 

Their replacements, Anatoly Solov- 
yov and Alexander Balandin, will by 
contrast- undertake a mission which 
Soviet space officials say will cost Rou- 
bles earn, but cam Roubles iQS" 1 - 

It win, say officials, be the country's 
first profitable space mission. It is also 
the first application to the space pro- 
gramme of Mr MikHafl Gorbachev’s new 
p er e stroi ka regime of “setf-financing**, 
whereby enterprises nationwide are 
loosed from the shackles' of centralism 


and made responsible for their own 
profltablity. " 

Solovyov and Balandin docked with 
Mb' last week trained and ready to 
receive a special module, doe to join 
them in April, with which they will 
produce crystals under weightless con- 
ditions with a purity and qnaEty Impos- 
sible to attain on earth. 

These super-crystals will then be 
bought by s variety of Soviet enter- 
prises to -develop into arenge ofindns- 
trial uses, notably in electronics where 
they are likely to have applications in 
e xpand i ng co mpu ter power. 

The missio n, will also produce bio- 
medical materials, such as i nt erferon. 
“Factories which placed their orders 

with flu* fngffl rt twnTter orv mriilmr iwiTM- 

tlentiy to put them to uae,” said the' 
official hews agamy Tass last" week. ■' 

The official SovietmeMa have in fact. 
unfa TTinpji fa nfa w i over the first 
money-making' mission, not least: r 
be cause there ha s bee n a risjag tide oT 
domestic protest- over tie huge- cost of “• 


tee Soviet space programme - some 
Roubles H9bn fart. year - in a country, 
unable to meet its peoples’ demands for 
food and ccgifamec^guods, .. . " . 

Cosmonauts may ; be national heroes, 
but you don’t see- them queueing for 


Moreover, the Government is also 
demanding greater accountability from 
the space progr a mme, haring .formally, 
acknowledged-last year the urgency 
with, which it must attack its Roubles-' 
lOQ&n budget deficit. 

From, the mondane vantage point of. 
t&eecanomfst; though,; there are one or 
two soagstf this stifffi&anciRgB&r mfr 


development And however th e ente r- 
• prises put down the cost of the crystals 
they buy in whatever: books they keep 
‘(Soviet accounts are marginally less 
impenetrable than the secrets of deep 
' space) the- Government, one- way or 
. another, finally foots tee MU for R&D 
/in these very same enterprises. This 
. js either by • direct central fund- 
ing or through complex arrays of. 


To-' start with, tee crystals, can; be 
produced only in tiny quantities as 
samples. Moreover,' since no such crys- 
tals have ever been made In large quan- 
tities, there does not yet exist antodna- 

trial marine fnr tfywi 

The Soviet enterprises wEB, therefore, 
not be buying' teem to make' products 
for res al e, but rather for research and 


atwaiuicB. 

; So, assuming that the enterprises pay 
..op for their crystals, assuming the cos- 
monauts defy Soviet laws of supp ly by 
(tem perin g and disregarding' the 
government's opportunity, cost of for- 
warding them Routes 105m to do lt, 
the Government will finally be pa ying 
out a net R asm .for its first prof- 
it-making space mission. 

- .But, as Tass reflects: “It is actually 
important, to count all benefits .'from . 
basic astrophysics! research, the results 
of which sometimes modify mankind's 
world autiookJ* Sometimes on econom- 
ics, apparently. 
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Russian nationalists protest in a Moscow park yesterday 



opt for democracy 


Democratic group 

to end Mongolia’s 69- 
Comnranist system 
proclaimed itself the nation’s 
first opposition political party 
yesterday, Reuter reports from 
Ulan Bator. 

“Long live the Mongolian 
Democratic Party,” shouted 
the- leader, Mr Dogmidyn 
Sosorbaram, -to a standing ova* 
tom from 500 delegates gath- 
ered for a first congress inside 
a. large, auditorium. 

The party has grown out ef 
the Mongolian Democratic 
Association, which has staged 
public rallies Its incep- 
tion last December, and 


fre q uently criticised the Com- 
munist Party for- causing an. 

^ ftfffmnrtiie-awd fqririliiri trinin " 

in MOngaha. 

The Prime . Minister, . Mr 
Dumaaqiyn. Sodom, told Japa- 
nese journalists car Saturday 
that he thought a. one-party . 
system, was a bad idea, giving 
the clearest indication yet that 
Mongolia’s constitution could 
be amended later- this year to 


But the concessions have 
only strengthened the democ- 
racy movement 
Wiestem diplomats have said 
the democracy movement 
poses the most serious threat 


ever to the Mongolian People’s 
Revolutiohary Party, and it has 
grown rapidly since December. 

At the congress, leaders of 
the movement announced for. 
the first time they had received 
support from their “Mongolian 
brothers and staters” living in 
China 

.Some 3m Mongolians live m 
the Ghfaww province of Inner 
Mongolia, where anti-Chinese 
feeling is reported to be strong 
but kept under control. 

Ulan Bator’s ruling Commu- 
nist Party has in recent weeks 

granted many concessions to 

demands for real political 


Prague party expels Husak’s group 


- THE former President, Mr 
Gustav Husak. and former 
Prime Mmfsfcer, Mr Lubomfr 
Stroagal , and 2D other leading 
former officials have been 
expelled from the Czechoslo- 
vak Co mmunist Party,' AP 
reports tram Prague. 

to addition to Mr Husak and 
Mr StreugaL'five oflicals who 
were on the Politburo until 
recently, were stripped of party 
member s top , the state news 
agency; CTK, reported - 
The expulsions were pro: 
posed by a commission investi- 
gating the political responsibil- 
ity of former senior party 
officials “for the crisis devekip- 


menf* in the past They were 
H mM nm M rt after a session of 
the patty's- central committee. 

-These functionaries were 
“responsible for wrong politi- 
cal decisions they took In top 
party functions”, CTK 
reported, quoting from a party 
announcement released after 
the n«M»rti»g riminad by. rnrr ent 
party chief, Mr LadMuv Ada- 
zzrad. 

Mr TSuaifc; - fawfaWa l as 
bead in-1968 foBowingthe ! 
et-led invasion of Czechoslo- 
vakia in August 1908, was 
replaced as head cf 'the party 
by M rMflos Jakes hx December 
1987. But Mr HnsaSr continued 


as President of Czechoslovakia, 
a post he lost during the coun- 
try's peaceful revolution to the 
tee dissident playwright, Mr 
Vaclav Havel, who took office 
on December 28. 

- Mr.' Husak, Mt Strougal and 
same 30 other party officials 
had already had their party 
membership suspended during 
a stormy party congress In 
December. 

CTK said the 22. expelled 
party functionaries “partici- 
pated in pursuing the undemo- 
cratic directive system of man- 
agement that, stage by stage, 
paralysed the fatwnal We of 
the party”. 



to hit the ki 


By JohnWyfe* in Homd 


THE Italian Government, 
having manifestly lost the hat- 
tie to stamp out tee national 
kidnapping' industry, has opted' 
for a hard line aimed at pre- 
venting the payment of ran- 
soms. 

At tire' end of last week, the 
Cabinet adopted an impressive 
package of proposals prepared 
by the Ministry of the Interior, 
Bfr Antonio Gava, designed to 
block as many avenues as pos- 
able towards the payment of a 
ransom. 

There are few other crimes 
in Italy which arouse so much 
public anger against the paxpe- 



where it hurts 


trafors and sympathy, for the - 

vftr tfmr; ae Irfdn wm rl n g . The tar- 
gets are invariably the children 
or dose relations of wealthy 
business families in the north 
and who usually cannot expect 
to recover their loved ones 
without paying at least LZbn 
(am). 

. This is what Mr Lalgd 
CaseUa af Turin had 60 pay in 
two “tranches” to achieve the 
recent return of his 20-year-sdd 
son, Cesare,’ who had bean held 
for more than two years in the 
w ildern ess of Calabria’s Aspro- 
monto mountains. 

Rada Celadon of Vicenza has 


alremfy pmted wite. LQm wiih- •; 
out securing the freedom of 
her brother. Carlo, whfle Mr 
Pierluigi Cortellezzi, an engi- 
neer from near Varree, is still 
waiting for a pace to be put on 
his 22-y$ar-old son, Andrea, 
who was taken a year ago. 

Last August Andrea’s kid- 
nappers employed a now 
almost ritual act of sadlsm to 
prove their possession and to 
pressure his family, the des- 
patch oif personal documents* 
accompanied by a piece of his 
ear; 

Hitherto, investigating mag- 
istrates have had the discre- 


tionary 1 power; to sequester a 
family's liquid and capital' 


But many have refrained 
from doing so in the belief that 
tits restrictions can always be 
evaded, or that it placed an. 
In to le rable pressure orotoe vic- 
tim's family 

The g over nm ent's new pro- 
posal not only provides for the 
sequestration of all assets, but 
also, impngra penalties m any- 
oik seeking to help a family to 
pay a ransom. 

Among other things, it 
wo tild b e ffiegaL for an Italian 
'or forefen insurance, company 


to issue a policy against' kid- 
nappteg. The likelihood of the 
Italian state actually equipping 
itself with such weapons In the 
short term is rather remote. 

There is sufficient uncer- 
tainty among legislators and ’ 
magistrates about the wisdom 
of the “hardline” approach. 

These doubts have guaran- 
teed a welter of ame nd ments 
which wfll delay the govern- 
ment legislation for months 
and probably years. 

So the draft legislation wffl 
be no mere than a symbol of 
on e gtwg rnmeat’s view of how 
to stamp, out fcitfnflppfoc- 


Snow dragons send tremors 
through French ski industry 


By Paul Abrahams In Paris 

AS LATE as the 18th century, 
peasants in the French Savoy- 
ard Mountains believed the 
high valleys were controlled by 
snow dragons: it was they who 
launched avalanches that 
threatened villages. 

Over the weekend, the snow 
dragons were mocking the 
Frenc h ski industry.. 

Ski stations there are facing 
a bleak future. This is the third 
year that the snows have not 
arrived foe the start of the ski- 
ing season in December. Both 
French and foreign skiers 
have, as a result, started com- 
ing later in the season, in 
fewer numbers and for shorter 
stays. 

With only four short winter 
months in which to amortise 
the high cost of investment in 
new lift capacity intended to 
ensure customers can reach 
high. into mountains to reach 
what little sn ow th ere has 
been, the lift-operating compa- 
nies are finding times diffitnilt 
Some in the French Alps are 
technhaHy bankrupt. 



Their situation has only, 
partly be en relieved by recent 
massive snowfalls in the 
region. The Irony is that when 
the snows did come there war 
far too much far too quickly. 
The snow started falling last 
Wednesday, only stopping on 
Saturday - in some places 8 
metres deep, as might nor- 
mally be expected in a month. 

The result was that Val dls- 
fere, favourite resort for Sloans 
Rangers, high at the end.of tee 
Tarantaise Valley, was cut off 

with its neighbouring resort of 

Tlgnes for three days until Sat- 
urday because of the danger of 
avalanches. Other stations to 
the west, such as Le& Arcs, 
were in a similar p ositio n. 

Such heavy falls could not. 
come - at a worse time for the. . 
resorts. This coming week is 


the most i m porta n t one in the 
season - the Parisian schools 
dose on February 21 to allow 
families to leave for the Alps; 

They win not have been 
impressed by TV images- af 
traffic jams stretching along 
Tarantaise Valley from Bourge 
Saint Maurice to Albertville, 
nor by warnings by Mr Brice 
Lamoad. Secretary of State for 
the Environment, to delay 
thrnr departure for at least 48 
hours. One TV poll suggested' 
as many as 46 per cent of fami- 
nes were rnrnddffr iTT P r »b*ndnw« 
tog their skiing holidays. 

For the- foreseeable future; 
the slopes remain hig hl y dan- 
gerous. At Val dTsfere, despite 
tdesf weather, only 16- runs 
were open yesterday became of 
the danger 'of avalanches. The 
Tourist Office says that off- 
piste skiing away from marked 
trails fa forbidden. The new 
snow has fallen on an 
extremely thin and sometimes 
non-firistent base. This means 
there is little friction between 
layera and the snow is highly 

nwefahte. 

There is a risk of de a t h s hr 
the Alps in the coming weeks. - 

HOwever, it is not dear bow 


long the snow will last Tem- 
peratures in the Alps are 
unusually high for this flma of 
year, increasing the risk of 
avalanches as well as the prob- 
ability that the snow will 
quickly melt 

Financial implications for 
the French ski stations are 
ext r emely serious. 

For some smaller resorts 
which do-not have resources to 
invert; in new Eft capacity or 
snow-making machines, the 
fixture doetrnot appear healthy. 
Many are already heavily 
indebted to fhe-Frencb govern- 
ment and are likely to be bank- 
rupt at the end of the season. 

A third poor season Is likely 
to result in complete restruct- 
uring of the organisation ami 
marketing of larger sH sta- 
tions. Many of these resorts, 
which have heavily invested in 
new equipment in recent years, 
are also in a finanrialy unenvi- 
able position. 

. r Lift opaatet3 have seen rev- 
enues decline at the time 

as property developers have 
experimicesd faffing prices for 
new and secondhand apart- 


A new .company, called La 
GcaapagnlBdan Alpes, has been 
set' up br ibe government 
organisation, Calsse des 

Depfts, to help market larger 
resorts abroad. At present, 
French stations have a pooor 
record for. attracting foreign 


.Local Savoyard people are 
alto pinning thdr hopes on the 
Winter Olympics in 1932 which 
will be raced at the end of the 
Tarantaise Valley to Albert- 
ville. dearly, tee best years of 
the market for- for None - or 
white-gold, as snow is known 
to the region. - appear to be 
over: ft remain s to be-seen how 
much and for how long it has 
lost its affine, . 


Andreotti recants on 
German reunification 


By Jotm Wytes in Rome 

MR C3UUO ANDREOTTI, the 
Italian Prime Minister and. 
architect of tee country’s for- 
eign policy for much of the last 
10 years, has recanted his 
opposition to German reunifi- 
cation. 

After brief talks with West' 
German Chancellor Helmut 
Kohl in- Pisa at the weekend, 
Mr Andreotti said that his view 



Andreotti: Talks with Kohl 


on reunification had rihang 
along, with the intematioE 

flttuatinn 

“Not that it needs my part 
ular blessing, but I believe tb 
things are very different fra 
what they were, a few yea 
ago” said Mr AndreottL 
Now that the internatian 
context no longer raised ai 
obstacles to German unity, 
am bx favour of German rein 
ficatioo,” he added. ■ 
to September 1964 whan ] 
was Foreign Minister, & 
Andreotti' created a min™- th 
tomatic incident with Bonn I 
decla ri n g at a public rally : 
Italy “There exist two Germs 
states, and' there ghoUJ 
remain two Ger man states.” • 
However, in Pisa, where bod 
leaders were attending a gat 
ering of European Christia 
Democrats, Mr Kohl did m 
reward this change of hpg- 
with a softening of Bonn 
refusal to bring forward tt 
Euro pean Community’s inte 
governmental conference 0 
European tofegretiottand Bfia 
etary Union. 


Fiat In accord 
for Polish car : 

WARSAW has ended a long 
period, af uncertainty about its 
plans for Poland’s motor indus- 
try bysJgning^a letter of intent 
on co-operation with Italy’s 
Fiat Group for production of a 
medtonniaed passeng& car, 
John Wyles writes. 

Efat wffl now be involved to 
designing and, prodnefa® the 
two successors to the Fiat 225 
and 126 models which have 
been produced in Poland for 
many years. The und&stand- 
ing cqum lead to a joint vat 
ture for output, of a vehicle 
based on the Flat . .. 
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OVERSEAS NEWS 


Castro concedes need for shake-up 

By Robert Graham, recently In Havana 


UK holds out aid 
carrot to Vietnan 


PRESIDENT Fidel Castro has 
set oat to streamline all the 
main structures of Cube's 
Com m u n ist Party to cope with 
the island's deteriorating econ- 
omy and challenges presented 
by rapid change in both the 
Soviet Union and Comecon. the 
Soviet-dominated trading bloc. 

This appears to be the aim 
behind a government shake-up 
announced on Friday after an 
extraordinary plenum of the 
Cuban Communist Party's Cen- 
tral Committee. President Cas- 
tro last month warned Cubans 
that “we are living in uncer- 
tain times”. However, these are 
the first public steps the Cuban 
leader has taken in response to 
the fast evolving situation In 
eastern Europe. 

New blood has been brought 


into both the patty’s political 
bureau and the secret aria t of 
the central committee as well 
as the Cuban embassy in 
Moscow. There is a new coordi- 
nator of the neighbourhood 
defence committees - the 
Committees for the Defence of 
the Revolution (CDRa) - 
which are the party's most 
direct means or grass-roots 
control. The leadership has 
also been changed in the 
umbrella labour organisation, 
the Cuban Workers' Federa- 
tion, and in the farmers' union. 

Official comments have cryp- 
tically refered to the need to 
"perfect the political and insti- 
tutional system". However, 
there is no . indication that 
President Castro has altered 
his frequently stated opposi- 


tion^ to puffing the vanguard 
role of the Communist Party 
and permitting political plural- 
ism. On the contrary, the 
changes reflect crisis manage- 
ment to make the existing sys- 
tem work better. 

Cuba faces another year of 
stagnant growth, a maximum 
sugar harvest of 7.5m terns and 
increasing dislocation in Its 
dealings with Comecon part- 
ners. While the Soviet Union is 
still pledged to continue its aid. 
both sides are far from agree- 
ing numbers. 

Granma, the official news 
agency, said the changes would 
lead to "an improvement of the 
single Leninist party based on 
the principles of democratic 
centralism". Some observers 
have detected an increase in 


the influence Of the Armed 
Forces Ministry personnel at 
the expense of the Ministry of 
the Interior. This reflects a 
trend set in motion by the 
shakeout following the discov- 
ery last year that Interior Min- 
istry officials were involved 
with the Colombian cartels. 

General Batista Santana, a 
veteran of the African wars 
and formerly head of the sixth 
division, has been put in 
charge of coordinating the 
Neighbourhood Defence Com- 
mittees. The CDRs have thus 
been earmarked for an 
enhanced role in controlling 
potential street discontent 

The shaken? in the trades 
union movement sees the 
departure of CTC leader Mr 
Roberto Veiga who has held 



Castrm'uncertain times* 


the post since 1980. The CTC 
held its 16th congress last 
month and is drawing up new 
work codes. Shoddy work prac- 
tices were last week criticised 
in a report Into rail accidents. 


By Our Foreign Staff 

BRITAIN held out the prospect 
erf resumed aid to Vietnam yes- 
terday as a carrot to try to 
persuade the Hanoi Govern- 
ment to accept the forcible 
return of more boat people 
from the overcrowded camps 
In Hong Wnng 

Mr Francis Mmido a junior 
Foreign Office minister, 
arrived in Hanoi for four days 
of talks aimed at persuading 
the Communist regime to 
accept more mandatory flights 
from Hong Kang. 

So for there has been only 
one Sight which took 51 peo- 
ple, of whom only eight were 
adult wiaipg back to Vietnam 
in December. Since then Viet- 
nam, which has argued that 
each flight must be negotiated 
separately, has refused to 
allow any more. Britain agreed 
to pay {650 (£385) for each per- 
son forcibly ejected from. Hong 
Kong aithfm gh thw money 
hasbeen paid by Britain for 
the first planeload, none of it 
has reached the returnees 
themselves or their villages, 
although the agreement was 
that it should go towards their 
welfare and reabsorption. 

Mr Maude said yesterday 
that Britain was willing to 
resume aid to Hanoi. It was 
stopped 12 years ago when 
Vietnam invaded Cambodia. 
But a resumption would be on 
condition that Vietnam “ful- 
filled its international obliga- 
tions”. Among these, he said, 
was the duty to accept back its 
citizens deported from other 


countries. He would not give 
details of any aid he could 
offer, but said it would aim to 
consolidate economic reforms. 

Hanoi officials say they 
believe economic Improve- 
ments win help (ttasnade more 
boat people from setting off 
from Vietnam but Hong Kong 
officials, already struggling 
with 56,000 boat people in 
c? i m p’s fear that the imminent 
sailing season could see up to 
40,000 more leaving. 

Mr Emrys Davies, the British 
ambassador in xanni who hn« 
been liaising with the commu- 
nist government on ways to 
stop the flow and bring the 
boat people home, said word 
appeared to be getting through 
that Hong Kong was a 
dead-end. The tales brought 
back by 1469 Vietnamese who 
have returned voluntarily 
since March last year seemed 
to be turning the tide. 

Britain accepts that Vietnam 
has e ff ectively its mili- 
tary presence in Cambodia. 
This removes the cause of the 
original aid han althoug h the 
US. still smarting from its 
defeat at the hands erf the Com- 
munists in the Vietnam War, 
now says there must be a com- 
prehensive awttiwiwqm t In Cam- 
bodia before it lifts the 
embargo on Vietnam. 

- Apart from the moral argu- 
ments Vietnam uses against 
mandatory repatriation, it also 
faces considerable difficulty 
with the reception and re-inte- 
gration of hundreds of people. 


Cigarette marketing plan has health lobby fuming 


By Peter Riddell, US Editor, in Washington 


ARE yon a "virile female”, an 18- to 
20-year-old American woman with only 
a High School education or less who 
dresses in jeans and sweatshirts and 
likes going to drag races, hot rod shows, 
wrestling and "tough man” competi- 
tions? 

If so, then you may be a prime target 
of Dakota, a new cigarette brand to be 
test-marketed soon by RJ. Reynolds, a 
unit of RJR Nabisco, the US food and 
tobacco group, according to an indepen- 
dent consultant’s marketing plan 
leaked at the weekend. 

The disclosure comes only a month 
after Reynolds was forced by public out- 
cry to withdraw Uptown, a cigarette 
aimed specifically at blacks, and as the 


Bush Administration is about to launch 
an initiative aimed a gains t such tar- 
geted tobacco advertising. 

Mr Louis Sullivan, Health and 
Human Services Secretary, said it was 
"especially reprehensible to.lure young 
people into smoking and potential life- 
long nicotine addiction. The risk that 
smoking specifically poses lor women 
adds another tawdry dimension to any 
cigarette marketing effort aimed at 
younger women”. 

Reynolds has confirmed plans to mar- 
ket Dakota, but said it was aimed at 
both male and female "current adult 
smokers” of Marlboro, the leading 
brand sold by the rival Philip Morris 
company 


Moreover, Reynolds disclaimed direct 
knowledge of the marketing plan refer- 
ring to "virile females”, which was pro- 
duced by Promotional Marketing, an 
outside consultant working for the 
tobacco group. Several other contrac- 
tors have also been involved in plan- 
ning the marketing of Dakota. 

The report from Promotional Market- 
ing. disclosed in Saturday's Washington 
Post, offers a profile of the "virile 
female”, aged IS to 20, who regards her 
work as a job rather than as a career, 
wants to get married In her early 20s 
and have a family, and spends her free 
time doing whatever her boyfriend 
likes. 

The controversy over targeted adver- 


tising comes when smoking is falling 
among Americans - down 6 per cent 
last year - though the decline is slower 
among less educated, blu&coDar work- 
ers, women and blacks. 

Tobacco groups argue that the adver- 
tising is only aimed at winning existing 
consumers from one brand to another, 
though public health officials criticise 
the targeting of these groups, who are 
the most susceptible. 

One of the most successful brands, 
Virginia Slims, has been aimed espe- 
cially at women. 

Tobacco use is the largest preventable 
cause of disease and death among 
American women, according to nfftatai 
US research. 


India mends its bridges with Kathmandu 


By Reazuddln Ahmed in Dha 

AN OFFICIAL Indian 
delegation is to visit Nepal to 
discuss terms for the with- 
drawal of the trade barriers 
imposed- on the land-locked 
Himalayan kindgom by Mr 
Rajiv Gandhi, the Former 
Prime Minister. 

Mr Inder Kumar Gqjral, the 
Indian External Affairs Minis- 
ter. who «mwn»in«»ri the move 
yesterday during a visit to 
Bangladesh, also confirmed . 
that Lidia intends to complete 
the withdrawal of its troops 
from Sri Lanka by March 3L 

Both statements underline 
the desire of Mr V. P. Singh, 
the new Prime Minister, 
and his Government to 


Improve relations with India’s 
. smaller neighbours. Mr Gqjral 
invited Mr Anisul Mam Mah- 
mud, the Bangaldeshi Foreign 
Minister, to visit Delhi in May 
to discuss the . bilateral prob- 
lems of sharing the water of 
the Ganges River and 54 other 
common rivers, the return of 
tribal refugees to Bangladesh 
from tho TniHari state of Tri- 
pura and to explore the possi- 
bility of economic joint ven- 
tures between.. Indie and 

Bangl adesh. 

Mr Gqjral said both sides 
took note of changes in the 
international community 
which suggested a new era of 
peace might have Btarted. 


South Asian countries must 
seize the new opportunities 
this afforded and make peace, 
stability and cooperation the 
basis for relationships between 
members of the Smith Asian 
Association for Regional Coop- 
eration which groups Bangla- 
desh, India, Nepal, Sri Tanka, 
Pakistan, Bhutan and the Mal- 
dives. This comment has spe- 
cial relevance for India and 
Pakistan, currently at odds 
over the disputed state of 
Kashmir . Mr Gqjral said Kash- 
mir was an internal Indian 
problem -a view rejected by 
Pakistan - and India was pre- 
pared to discuss the issue with 
Pakistan. 



Nepalese riot over de 


II 


ocracy 


POLICE BATTLED with 

thnniawfa of Miti^ ftuw ti nipnt 

students and political activists 
in central Kathmandn on Sun- 
day and at least four people 
were killed in clashes m the 
Nepalese countryside. Renter 
reports from Kathmandu. 

Banned political parties 
allied in the Movement for the 
Restoration of Democracy 
(MRD) defied an official crack- 
down to launch the first dem- 
onstrations in the capital 
against the Himalayan king- 
dom’s non-party political, sys- 
tem for ll years. 

Police baton-charged and 
tear-gassed thousands of pro- 
testers who repeatedly 
regrouped, waving outlawed 


party Hags and chanting: "We 
want democracy.” 

At least four people were 
killed when other protests 
broke out in towns and vil- 
lages. 

Witnesses said two students 
and a policeman died in a gun- 
battle in Chitwan, a village 150 
km southwest of Kathmandu, 
after activists burnt a govern- 
ment forestry vehicle which 
police wen using. 

State-run Radio Nepal, quot- 
ing Interior Ministry sources, 
said a policeman was killed 
when d em o nstr ators hurled a 
large stone at his head in 
Hetauda, 100 km south of Kath- 
mandu. The radio said police 
had been injured by stone th- 


rowers in two other towns and 
listed another 10 localities 
where it said the situation was 
now under control - implying 
there had been protests earlier. 

The government admits 
detaining over 500 people 
before Sunday's launch of the 
campaign for open political 
activity and there has been 
growing concern about human 
rights among foreign aid 
donors to Nepal, one of the 
world's 10 poorest countries. 

Absolute monarch Ring Bir- 
endra, widely regarded as a 
divinity In Nepal, launched 
Democracy Day with a radio 
address defending the party- 
less system of elected coinunis 
from village to national leveL 


Peking 
adamant 
over HK 
elections 

By John Elltott in 

Hong Kong 

BRITAIN’S hopes of persuading 
China to speed up Houg Kong's 
pace of democratic develop- 
ment were dashed at the week- 
end when a senior Peking gov- 
ernment affinal ff ni d it would 
not be possible to improve the 
colony’s newly completed 
Basic Law before China 
regained sovereignty in 1997. 

The law's plans for the intro- 
duction of democracy before 
and after 1997 have been 
widely condemned in Hong 
Kong where several hundred 
people staged a protest march 
yesterday to offices of the Xin- 
hua News Agency, China’s de 
facto embassy. 

The UK agreed with China 
last week that it would start 
direct elections in Hong Kong 
with 18 seats In a 60-seat legis- 
lature next year, and then go 
up to 20. To dampen local oppo- 
sition, the UK said last Thurs- 
day it hoped China would 
agree later to a higher figure 
than 20 for the 1995 legislature 
which is to continue in power 
after 1997 for a four-year term. 

Asked on Saturday whether 
such an increase could be 
Introduced before 1997, Mr Li 
Hou, secretary general of the 
drafting committee and a 
senior Peking official, simply 
said: "fiu kenegde", which 
means "impossible”. 

The law was hailed on Satur- 
day by Mr Deng Xiao Ping, the 
veteran Chinese leader, as a "a 
document of great historical 
importance”. 

The 85-year-old Mr Deng 
appeared at a final ceremonial 
meeting of the law's drafting 
committee with other top Chi- 
nese leaders, demonstrating 
the importance that China is 
giving to the approach of 1997 
and the completion last Friday 
of the law. Speaking in a voice 
which wavered slightly, he 
said that the concept of “one 
country two systems”, devised 
to unite rnrmmmlc* f!hlnc with 
capitalist Hong Kong, had 
"international implications for' 
the whole of mankind”. 

Yesterday Peking’s govern- 
ment-controlled People's Daily 
reported that Mr Deng had told 
visitors recently that he hoped 
to live to see the 1997 transfer 
of sovereignty and would then 
like to visit Hong Kong. 
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OVERSEAS NEWS 


Victorious Japanese leaders will find no easy answers 

Poll results will bring little assurance for the Liberal Democrats that it is back to business as usual, Ian Rodger reports 

A T first glance, the 
results of yesterday's 
substantial election vic- 


A T first glance, the 
results of yesterday's 
substantial election vic- 
tory for the ruling Liberal 
Democratic Party would sug- 
gest that it is back to business 
as nsnal in Japan. 

The LDP now has a clear 
majority in the lower house, its 
leaders who went into purdah 
because of involvement in. the 
Recruit bribery scandal last 
year, can return to occupy 
positions of power,, and. the 
opposition parties can no lon- 
ger claim with the same 
authority they bad last week 
that they represent the public’s 
true feelings. 

In some ways, the series of 
mishaps and disasters that 
befell the LDP in the past two 
years and which largely^ para- 
lysed the political process in 
the country was aberrant 
Everyone knew that the 
introduction of a 3 per cent 
consumption tax was going to 
be unpopular with housewives 
and the government’s agree- 
ment, under pressure from the 
US and other foreign govern- 
ments, to open some farm 
product and other markets, 
was bound to alienate impor- 
tant segments of the LDP’s 
constituency. 

However, it was widely 
thought that the party could 
weather these problems when 



Premier. ToshOd Haifa deft) a waits results,- Socialist Party leader Takako Dot meets, the press 


it had to face the electorate,, 
not least because of the inepti- 
tude of the opposition parties. 

It was the Recruit scandal, 
which revealed the extent to 
which some LDP leaders were 
prepared to stoop to raise 
money, which provided that 
extra bit of anger that mad e 
voters turn against the LDP in. 
huge numbers.. 

Then the disclosures that Mr 
Soosuke lino, thp. prime minis- 
ter brought in last June topixh 
vide a clean Image for the 
party, V»nd Had an affair with a 


part-time geisha roused a hith- 
erto passive feminist vote ta 
action. But it would probably 
ha wrong to see the events of 
the past year as an unfortunate 
coincidenc e of events ranging a- 
passing protest trend that has 
now been softened or even for-' 
gotten.. 

So much has happened in 
and to Japan in the past two 
years while the politicians 
have been mesmerised by their- 
own problems that it is diffi- . 
colt to ftwagtne the country 
and the LDP going back to 


business as usual Perhaps the 
main chang e is in the world’s 
awareness of the size and 
importance of Japan. Iri the 
past, LDP governments were 
adroit at fending off demands 
from foreign countries that 
Japan open its markets or par- 
ticipate mare in International 
financial institutions. The 
most notorious technique was 
to promise to make changes 
but then do nothing , and. hope 
that tbs foreigner would lose 
interest or weary of pursuing 
his claim. 


Today, when Japanese, instir 
i u lio ns play key roles in world 
financial and- property markets. 
an h Japanese industrial com-* 
parties continue to expand 
around the world,, the foreign 
demandeurs arc much leas 
likely to lose impetus, and the 
Japanese , goyarunent finds- it. 
much mare, difficult tofruJe. 

That trend, in fact, has been, 
one of the roots of the UDFs 
tzmihle? in the past two years. 

If the US had not been insis- 
tent, that the Japanese .govern- 
ment open its, tom product. 

nwHcate, the LDP Would. BOt 
have lost the farm-vote. 

Foreign pressure has. receded - 
in the past year: or so in defer- 
ence to the political instability. 
that emerged in ’Japan. 

. But in the wake, of yester- 
day’s election result, it can be - 
ex pected' to Intensify immedi- 
ately. US trade representatives 
are arriving in Tokyo this 
week to carry on negotiations 
over Japan’s so-called struc- 
tural impediments to trade. 
During those discussions, the. 
Japanese government will be. 
asked to remove legislative 
restrictions on the establish- . 
ment of supermarkets and 
large chain stores, to root, out 
bid-rigging in the construction, 
industry, to enforce anti-mo-, 
nopoly to gfobrtinn more effeo-. 
lively, and to open more pro- 


Japanese House of Representatives Election 


Yesterday's- 

Result 


Liberal Democratic Party 

Japan Socialist Party 

Komefto 

JCP 

DSP 

USDP 

Progressive Party ‘ 

Other minor parties 
Independents 

Vacancies 

Total- 


240(0) 
114 (4} 
31 (0) 
1312). 
12 ( 0 ) 
3(0)' 
■ 0(QK 
fr(Q>- 
1®U) 


-*31(7) 
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300 

85 
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Sharon 
to fight 
for Likud 
leadership 

By Eric Silver In Jerusalem 


Snftnal ttiOsatoosi BnAWancfay; Gtwndns fit mfe ta9» sttett tefey. 

flovvstobracl^IndcatoJSraMrotwMtM. - ■ 


How da hw c l nwUbwl CMS won abn 


1 la ISM. wjUHfa d as among otar minor partes; 


tected marketed': 

Later in tte .teteV 
wRLtom to the sacrosanct rice ; - 
market. If th ^ - tliq Euro- 

pean Commission agree to 
remove their harriers to term 
trade, they will demand that 
Japan' too make a sacrifice: to 
show its commitmentto a free 
multilateral trade system. In 
each base, the LDP win again 

fece' st rong internal teDgfellS, 

an jarHamentari a na fear for 
the. loss of their supporters, , 
and there w31.be no escape and 
ha easy answers. That fe why 
Mr Ichiro Ozawa^ the -tough 
LDP secretary general, warned 

last TilghtLthat “the dyraria nf 
the 1990s is going, to be a harsh, 
periodfor Japan iathe.lntema- 


tjbrial i wmainniy .- : ’"k 
' It could, .also prove ta'be a 
tonghpetlOd'fiff'thB.LDP ttftdfr: 1 
Until now. the. party teaman-' 
aged to be nearly all' things to. 
airpeopfe, as its apyear tenure 
imrfSce stows. But the coun- 
try's f^eat size and wealth 
make that increasingly diffi* 
cult. Conflicting interests, not : 
Just between foreigners mid 
Japanese^ but between differ- 
ent groups of Japanese, are, 
becoming more pronounced,,: 
and there Is less willingness ta ! 
give ground; for the collective { 
goad than in the past, Itjis j 
impossible to predict how . 
these forces .will 'shape Japan’s, 
politics, but things anaLUnllkefy 
to be business as usual. 


Tokyo seeks to flesh out its skeletal links with Brussels | ; 

David Buchan reports on how relations between the Co mmu nity and Japan are faring in advance of the. single market 

W ITH yesterday's gen- encouraging; thafbrecast is for that members were generally .the “structural impediments" of his gove rnm ent's, call for a The Ricoh* and MSKs seem (MW> is- creating a panJ 

eral election behind that long-standing partnership favourable towards the 1992 to selling to Japan - an end to new Gatt ruHng on rules of ori- almost grateful, in retrospect, pean division. It is true, 

them r Japan's politi- to tehe a further nosedive programme. “We had thought tied purchasing habits, among gin, which he says must be . for having been semi-forced to tnatmmiy EC carm a k ers 


W ITH yesterday's gen- 
eral election behind 
them, Japan’s politi- 
cians can return to the equally 
serious business of improving 
their country's fractious rela- 
tions with its main trading 
partners. 

The balance of current opin- 
ion - Japanese and non-Japa- 
nese - is that Tokyo’s rela- 
tions with the EC are likely to 
get better, and stay better, 
than its ties with the US. There 
is, thus, some modest hope of 
strengthening the weakest rife 
of the DS-EOJapanese triangle 
that dominates world trade. 
Fleshing out their skeletal 
political relationship is* an 
important aim of EC and Japa- 
nese diplomats tills year. 

The prospect of more har- 
mony, or less acrimony, may 
seem improbable at a time 
when the 12 member states are 
still racked with indecision 
about how to treat imported 
Japanese cars after 1992, mid 
Mr Jacques Defers, Commis- 


pnernira g in g ; the forecas t is for 
that long-standing partnership 
to take a farther nosedive 
when the US starts demanding 
fresh action from Tokyo to 
boost imports after yesterday's 
election. But, looking at the 
upside, consider the following: 

• Japan’s trade surplus with 
the EC fell from ?22.8bn 
(£13.6bn) in 1988 to $19£bn last 
year, due to higher EC exports. 
The improvement was nar- 
rowly based mainly on West 
German cars, pharmaceuticals, 
chemicals, itolfan fashio n tex- 
tiles and Scotch whisky, but it 
was real none the less. By con- 
trast, Japan’s trade surplus 
with the US fell only margin- 
ally to $45bn last year. 

• Japanese com panies , their 
interest whetted by the EC’s 
plan to ring its single market 
with new trade a rr a ngements 
with Efta and East Buropean 
countries, have shandy 
stepped up their investment- in 
the EC. Japanese direct investr 
ment, already $30bn by spring. 


that members were generally 
favourable towards the 1992 
programme. “We had thought 
they had more apprehensions 
than positive reactions,” says 
Mr Hajime Ohta, chief of the 
federation’s international eco- 
nomics department. 

• This investment surge has 
prompted some calls in the EC 
for a minimum of local Euro-, 
pean content in what the Japa- 
nese make fri«ridg the Commu- 
nity. But most Japanese 
government officials and com- 
pany executives appear to 
make a distinction between 
what B r u ss el s and' Washington 
are demanding of them, 'fhey 
characterise the former's 
actions or demands- on dump- 
ing,. focal content, or car 
im po rt s as i nconve ni ent, even 
illegal, under Gatt (to which 
Tokyo has formally com- 
plained about the EC's “ sc rew - 
driver” rule against ciiv. uni vait- 
tion of anti-dumping action), 
bat ultimately susceptible to- 
bargaining. This Is because 


.the “structural impediments” 
to oftTHng to Japan — an end to 
tied purchasing habits, among 
Japanese companies, pruning 
the retail chain that bumps up 
costs to their domestic con- 
sumers, and changes in land 
pricing - are deemed far more 
sensitive, because they relate 
to how the Japanese do busi- 
ness at home. No one likes 


of hi5 government's, cal! for a 
new Gatt ruling on rules of ori- 
gin, which he says must be 
flexible to allow outride com- 
panies to start up new models 
as well as new factories. Ricoh 
is confident that with a newly 
expanded French operation 
and a UK plant, it “can stick to: 
whatever rules of origin are 
decided by the- EG.” Another 


feting prodded into investing hi . EC insider is NSK, the: Japa- 


n-certain region. Ricoh, the 
Japanese photocopier, is still 
sore over the Commission’s 
a ttempt to extend a 20 per cent 
d um ping duty to copies from 
its California plant which 
Brussels claimed were basi- 
cally of Japanese, not US ori- 
gin, and thus liable to. the 
duty. The-move became moot 
last year when Ricoh (Calif- 
ornia) stopped shipping to 
Europe, because of a change in 
moda. But no sooner had. that 
happened than EC scrutiny fell 
on Bicoh- (France); only -this 
month did the Commission 
pr on ou nce itself satisfied nfoph 


sion president, regularly - 4989. jumped hy-anathe* ^Th n ^4 her reiaterter-eapprts — the-'-*; tret ■ uriag- gh~a; 

rebukes Japan for its own' , in April-Septemhet. last year- -way Japm'-doefc: business ..-HrettafertenaBrafttadteiiMf 


nese ball-bearing. maiter which 
has just fraught a chunk of 
local production in the form of 
United- Precision Industries of 
the UK. NSK started making 
bearings in-Britain in 1976, but 
within a year or so was hit by 
an EC dumping investigation 
on Its exports from Japan to 
the Community. The Commie- 
gin n J iiniprng 1 fi mBug bbw over- 
turned in the European Court, 
but the company still stepped 
up its investment in Britain. 
“From Brussels’ viewpoint, the 
dumping- action was- therefore 
rather successful, though frus- 
trating for.usT s&ys Ifr Sahao 


The Ricohs and NSKs seem 
ahnrmt grateful, in retrospect, 
for having been semi-forced to. 
invest In the EC long before it 
was ma«te fashionable by 1992. 
The Japanese car companies’ 
opinions about the. EC differ 
ac cor din g to whether they are 
late oar early comers to the EC, 
saysMr Ohta. Those early, to 
get into the “fortress”, by 
bofldfng plants. inside -the. EC, 
are -obviously less concerned ? 
Brussels protectionists might 


pull tip the drawbridge than 
those companies which still 
rely on direct exports from 

Japan. 

- ft is precisely because the 
Japanese see EC dumping 'and 
rules of origin moves as;a 
deliberate strategy to corral 
direct investment ■ int©^ Europe 
- a charge rejected by Brus- 
sels — that they rub. their eyes 
in disbelief when they read 
French calls which would 
negate that local- investment 
fay restricting the sale of local- 
ly-made products as well as 
dtrecti exports from. Japan 


closed market. Norris- a -com- ' 
parison with rerations between . 
Tokyo and Washington aE that 


The-Rhfrfaitren; tte^Japanate 
employers’ federation, was sur- 
prised to learn from a. survey 


’ ab road: — 

By contrast, many US 
demands that Tokyo remove 


(MW> is- creating a- pan-Euro- 
pean division. It is true, too, 
that many EC carmakers fear 
their Japanese rivals using, 
eastern Europe. as a spring- 
board into the EC market 
But Hip Suzuki and Daihatsu 
deals, have been years in dis- 
cussion, and. most Japanese, 
companies are ^sceptical about 
prospects in the East not least' 
the lack of convertible cur- 
tency there. Any; attempt to 
export Japanese? cars assem- 
bled in East Europe to the EC 
wilt run fnto a- serious 
dilemma; Miti officials admit 
Either theyhave too nxudr Jap- 
anese. credent to make them 
politically acceptable in the EC 
market, ortoo little to make 
them commercially acceptable 
there.. It is not a-dflenana Bras.- ■ 
srishasanyinterestiiihriping 
the Japanese resolve; .but one 
answer, says Mr Katsidnro 
Fqjiwara of the- Keidanren, 
cotidtoregifiBal^eddiflstiaB' 
between. Poland, Czechoslo- 
vakia and? Hungary which, 
might psbvido Japanese cenptt- 


Tpna rebeUions Israeli Wnister, 
Mr Ariel. Sharon, said last 
nig ht he would.run for Jeada-- 
ship of the right-wing Likud 
before the next general eleo; 
tfen, due by the end aT199 2. 

He was spraking afta for- 
mally submitting his resigna- 
tion as Minister of Industry 
aB&.Ttate to t&9 Cabinet. The 
resignation, originally 
anno unced at a rau cous meet- 
ing; of the Liku d . central com- 
ndttee.a week ago, .comes into 
. effect tomorrow. : ' 

v In at: letter' to .Jfr-TCftzhak 
Shamir,' the Pritne -Mfriister 
and Likud leader, Mr Sharon 
said the Govermneufs peace 
initiativ e pot . Israel on the road 
to- establishing a Palestinian 
state; ^ Pte accused Mr Shamir of 
removing - issues vital for 
Israel’s security ««d existence 
from the Cabinet. “Matters of 
. life - and. death, are decided by 
one or Ewoinen*” be said. 

The former general said he 
planne d- a rampaign to under- 
mine. ? the peace, initiative 
'agreed, by both parties tn the 
coalition government. 

“I am. going to start a long 
march from town to .- town, 
from place to place, in, Israel 
and fthrcrntL” he saTd. “I am 
going to try to convince.” - 

Mr Sharon said the two key 
Issues on' which he would fight 
his former colleagues were 
those of -Jerusalem and “the 
security of Jewish lives.” 

He contended that Jerusalem 
was the heart of the Jewish 
people. “United. Jerusalem 
under Israeli sovereignty is the 
capital of Israel We wiB never 
negotiate Jerusalem." 

On security, Mr Sharon said 
Israel's first priority was to 
end “the; terrorism called the 
In tifada." Israel must retain 
control of security in. the occu- 
pied tenitodes forever. 


CHRISTIAN militiamen 
checked corpses and suspect 
shells in. a captured airbase 
yesterday, as their foe, General 
Michel Aixm, called for talks 
and Beirut’s civilians savoured 
-ar rare calm. Renter reports 

fironrBeirttfc . 

The 12 Bl ceasefirefo.- 19 days 
of inter^Chrtsti^n war held 




Mr Hiroshi Hamada, Ricoh’s 
president, is a strong supporter 


ah’s steel it makes into bearings at. 




m 


its Newcastle plant. 
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Deutsche Bank 


Foreign companies may 
be underpaying US tax’ 

By Peter Ridded, US Editor, in Washington 


Aktiengssell8chaft 

Frankfurt am Main 


Rights offer 

Pursuant to the authority granted at the O rdi nar y General Meeting on 1 1th May. 1988 the 
Board of Managing Directors has resolved, with the consent of the Supervisory 8oard> to Incre as e 
the share capital by DM 138.000.000 to DM 2,1 26.224.060 through the issue of 2.760,000 new 
shares of DM 50 each at an issue price of DM 600 per DM 50 share. 

The tow shares wffl rank for cfivfctend from 1st January, T990 and norbe entitled to the 

cBvidend payable on 1 7th May. 1 990 in respect of the year ended 31st December, 1989. 

The new shares have been underwritten by banks with the obfigadon to offer them to: 


- our shareholders 

- the holders of warrants from the 6%% U.S. DoBar Bonds 
and 3%% Deutsche Mark Bond? with Warrants of 
1983/1991. issued by Deutsche Bank Luxembourg S-A. 
(formerly Deutsche Bank Compagnle Hnanctbre 
Luxembourg S.AJ 

- the holders of 4% Convertible Bands of 1984 of our bank 


BTthe ratio of 1 for 17 


at the ratio of 1 for IT 


in tiie ratio (nominal amounts) of 1 
for 85 


- the holders of warrants from the 6 T 4% Deutsche Mark 
Bonds with Warrants of 1986/1996. 5% Deutsche Mark 
Bonds with Warrants of 1987/1993. 4%% Swiss franc 
Bonds with Wa rr a nts of 1987/1997, issued by Deutsche 
Bank Finance N.V.. Curaceo, aid assumed by Deutsche 

Finance (Netherlands) B.V^ Amsterdam in the ratio of 1 for 17 

at the price of DM 600 per share of DM 50 par value. 

The increase in capital having been entered in the Co mm ercial Register, we invite our 
shareholders, the holders of the Warrants, and the holders of tire Convertible Bonds to ex e rcise their 
subscription rights against pr ese nt ati on of dividend coupon No. 52 from the old shares, or Receipt 
to Bearer D attached to the Warrants from the Bonds with Warrants of 1983/1991 and to the 
Convertible Bonds of 1984, or Receipt re Bewer C anached to ti» Wbrrants from the Bonds with 
Warrants of 1986/1996 or Receipt to Bearer B attached to the Warrants from the Bonds with 
Warrants of 1987/1993 and 1987/1997, at one of the subscription agents below d u ri n g n o r m al 
banking hours from 19th February to 6th March, 1990, inclusive, to avoid exclusion. 


US TAX authorities are 
examining , whether many 
American subsidiaries of for- 
eign, especially Japanese, 
groups have underpaid taxes 
by several bfllicm dollars ss a 
result of understating profits. 

The New York Times 
reported yesterday that an 
inter nal Revenue Service offi- 
cial estimated und e rp a y m ents 
by foreigu-owned groups were 
at least JI2bu. 

The issue of transfer pricing 
the price at which goods are 
charged ' between various 
wafinn a l s ubsidiari es of a mul- 
tinational gr oup, has long been 
a problem for tax authorities. 
The US, like most other tax 
bodies, works on the arm’s 
length, principle - a foreign 
parent is supposed to charge 
its subsidiary the sans price as 
a buyer would pay an unre- 
lated seller 

The New York Times says 
US authorities are concerned 
that American subsidiaries of 
over sea s groups are .reducing 
their profits, and their tax 
bills, by paying higher prices 
to their parents for goods, ser- 
vices and technology. 

While the gross income of 


foreigu-owned companies in 
the US more than, doubled in 
the 1980s, total taxes paid 
hardly changed. Concern is 
focused on distributors in the 
US of Japanese manufecturad 
goods. 

The Internal Bevenue Ser- 
vice has in tbe^past been frus- 
trated in attempts to audit the 
subsidiaries’ returns as vital 
records have been kept at 
headquarters overseas. How- 
ever, last year’s Budget law 
gives the Internal Bevenue Ser- 
vice-greater powers to assess . 
tares on foreign-owned compa- 
nies if they fail, to comply 
promptly srith demands for 
any records or testimony.. 

In this case the US authori- 
ties. can levy taxes solely on 
the tests of information avail- 
able to the Internal Bevenue 
Service without regard, to date 
that might later be supplied by 
the taxpayer: Fines of up to 
$10,000 a month can.be levied. 

Foreign governments 
strongly objected to these new 
provisions as a further exam- 
ple of US a sserti on of extra-ter- 
ritorial rights and an intrusion 
into confidential business 
affairs. 


"gtiiteT along wHff^tfo'French 
position, which is so far- 
fetched," comments Mr 
Toehiakl Yasuda, chief spokes- 
man of Nissan. With its British 
and Spanish plants, Nissan 
plans to boost E ur opean pro- 
duction from 160,000 cars last, 
year (a quarter of total sales in 
Europe) to 350,000 cars in 1992 
(an estimated half total sales). 
Mr Yasuda says Nissan is near- 
pj gJID per ce nt local content in 
its European production, is set- 
ting up a research and develop- 
ment centre north of London, 
ami plans to have local design- 
ers fashion futur e models. 
“Would the- French Govern- 
ment care to apply the same 
criteri&rtar XBM of France?" he 
asks. Recent announcements of 
projects by Suzuki and Dai- 
hatsu in Hungary and. Poland, 
respectively, give the impres- 
sion of a sadden Japanese 
invasion- of. eastern Europe, It 
is true that Japanese business- 
men are following in the wake, 
of Prime Minister Toshflri 
Kaifo* vbo visttad' Warsaw and 
Budapest last month; also true 
that Tokyo's Ministry of Inter- 
national Trade and. industry 


'fecaLaodTs^^qusdfty Eastern 
Europe, therefore, could 
become another area of EC- 
Ja p an ese trade f ri cti on . 

But there are more direct 
determinants of future links 
between Tokyo and Brussels. 
The first, of course, is bilateral 
trade. Increased Japanese 
investment oversea* is 
unlikely to boost exports by 
Japanese subsidiaries in the 
EC hack to Japan (because of 
distance), in the way tiiat Japa- 
nese companies are using the 
nearer markets of Asia, even 
America, for off-shore produc- 
tion. Second, the sideeflect of 
any serious US-Japanese trade 
row might be trade diversion 
to Europe. Finally, there is a 
tendency in Tokyo to tfawnift* 
Mr Defers* complaints as 
purely French. Equally, there 
remains incomprehension of 
the Commission and its. ambi- 
tions, never greater than at 
present. “We didn’t realise 
Defers* strong feeling that, we 
should talk to the . Commission, 
rather than the member 
states,” said a Japanese partid- 
pant in last month’s fractious. 
Kaifo-Detors talks. 


TURKEY ON 
TRIAE 


Sub sc ription agents in the United Kingdom: 

Deutsche Bank AG, Md&rjd Bank pte, 

London Branch, ... GrqundHoor. . 

6, Bishopsgate. Suffolk House. 

London EC2P 2AT. 5 . Laurence Poumrrey H33.: . 

London EC4R OBJ. 

For every 17 old shares of DM50 par value each and for every 17 Warrants- from the 


HK busiest container port 


For every 17 ow snares or uww par value eacn ana tor every 17 Warrants- from the 
aforementioned Bonds with Warrants and for Convertible Bonds of 1984 in the nominal amount of 
DM 4.250, one new share of DM 50 par value may be purchased at the price of DM TOO upon 
presentation of the coupons or Receipts to Bearer mentio ne d above- The date for payment ortbe - 
subscription price is 5th March. 1990. 

The subscription rights from shares. Warrants and Converttote Bonds w9 be traded and 
offieSaBy Bated on aU German stock exchanges, and may be dealt in on The international Stock 
Exchange undo- rule 535.4, from 19th February to 1st March, 1990, inclusive. A comb hation of 
the different subsc rip tio n right s may be used. The subscription agents are prepared to arrange for 
the purchase and safe of subscription rights. 

The new shares (Securities Index No. 80401 2) are evidenced by a global c e rtifi c at e deposited 
with Deutscher Kassemrerein AG.. Subscribers will be cradled bi a joint share account for their new 
shares. No claims for the delivery of individual share cer ti fic at e s may be made untS 17th May, 1990. 
when the new shares wil enjoy the same dividend entitlement as die old shares. From 17tii May. 

1 990 onwards, printed share certificates with coupons Nos. 54 to 70 and a renewal coupon wfll be 
ava table upon request. 

Application has been made for the new shares to-be admitted to Sating and official quotation 
on aS German stock exchanges. Tte shares wW be nttroducsd to ths stock exchanges in Amsterdam, 
Antwerp. Basie. Brussels, Geneva. Luxembourg. Pais, Tokyo. Vienna and Zurich hi accordance with 
the regulations of each exchange. Application has been made to the Councfl of The knerpational 
Stock Exchange for the new shares to be admitted to the Official Lise it is e x pected that such listing • 
wffl become effective, and dealings in the new shares wffl begin, on 17th May, 1990. 

Shareholders are strongly advised to consult their stockbroker, solicitor, accountant or other 
professional adviser immediately regarding the rights offer. 


HONG KONG kept its place as 
the world's busiest container 
part last year, with more than. 
4.4m teu'& (twenty ft equiva- 
lent units) handled, a rise of 10 
per cent over the previous 
year, Michael Marray reports 
from Hong Kong. 

This growth rate . was 
allgfatly less than expected, and 
Marine Department officials 
forecast that this year Hong 
Kong could be edged out of 
first place by Singapore in con- 


tainer throughput 
Total cargo grew by 5.1 par 
cent to 8Sm tonnes in 1988. 
while the number of ocean- 
going vessels arriving in Hong 
Kong rose 1L2 per- cent to 
19,000. An eighth terminal at 
the colony’s main KwaL Chong 
container port is planned to 
open its first berth 'in 1993; 
Singapore -overtook Rotterdam 
for second place in 1988- Its. 
throughput mates it likel? Jt 
will beat Hong Kong this year. 


Turkey is entering a period of acute poOticaf uncertainty, 
In which its credentials both as a democracy and an 

economic power will be put to the test Its performance 

under pressure will determine its status vis-d-vis 
Europe, the West in general and the rest of the world. 


TWs EIU Briefing explores whether Turkey can expect 
weak or strong government; to 1992 and beyond and 
how internal power struggles might be resolved. 


Topics covered: 

OZALASPBESto fcN i -The Oaks 
ANAP - Power Stnjggb in Vm Party ■ ■ 

>- THE OPPOSITION - Social Democrats Disunited 
VOTING PATTERNS- Consumerism end Mam 
Ffapofl humh Ftwwy iaao. 


»- POWB1 BASES -Cavbigln to Cental Contmt 
>- 1>8= ECONOMY- Winners and Losers 
» R»lBGNP(ttlCY-^ara of Demote 
>■ THE RJlUHfc- A Hfeafc Coamon? 
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Frankfurt am Main. 19th February. 1990 
The Board off Managing Directors 
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to take 
softer line 




went to church to pray for the 
casualties - more than 610 
killed and 2jaoo wounded. 

In a radio statement, Gen 
Aoun said: *T hope the irregu- 
lar situation in the liberated 
area wifi be solved through, 
dialogue. . . I am working for' 
such a solution.” 

This is the first time he has 
taken the initiative for talks 
since his troops ami those of 
Lebanese Forces miHtra leader 
Samir Geagea dashed on Janu- 
ary 31 lira battle for control of 
Lebanon’s Christian enclave. 

Until Saturday night, Gen 
Aonn’s army slowly asserted 
its mastery in saturation shell- 
ing and rocket attacks on 
selected strongholds followed 
by ground assault But a 19- 
hour offensive by elite units of 
the Lebanese Farce? gave the 
militia , its. first victory. 

At dawn, scores of arpxy 
commandos abandoned the 
' Adma base as a ceasefire took 
hold and moved some 25km 
. away. Gen Aoun’s conciliatory 
tone, which saved the comman- 
dos, came after Syria offered to 
intervene to end the fighHwp 
and oust Gen Aoun. 


fl 
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Heerlen, The Netherlands. 


Adligenswil, Switzerland. 


Burgess Hill, U.K. 






They may not look like the world’s most 
exciting locations, but Heerlen, The Nether- 
lands, Adligenswil, Switzerland, and Burgess 
Hill, U.K., are homes to the world’s most 
exciting business news. 

With the opening of our new Burgess 
Hill plant. The Wall Street Journal Europe 
has its third European printing facility. 

It’s testimony to our commitment to our 
European readers. 

And testimony to their commitment to 
The Wall Street Journal Europe. 

Our unrivaled coverage of Asian and 


North American business developments, along 
with our in-depth, objective coverage 
of European business news, has earned us 
readers in record numbers. 

The opening of our third European facility 
assures these readers that, no matter where in 
the world today’s major developments take 
place, everything they need to know about 
them will be found without ever leaving the 
neighborhood. 

For information or a trial subscription, 
call Heerlen, The Netherlands, 31.45/71.37.77. 
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Senior civil servants to 
benefit from pay points 


By Michael Smith, Labour Correspondent 


HIGH r anking civil servants in 
the United Kingdom could see 
their salaries rise by up to 24 
per cent this year following the 
introduction of a scheme aimed 
at baiting a brain drain to the 
private sector. 

The “personal pay points” 
scheme could mean rises for a 
sm al l number of employees In 
civil service Grades 4-7 at more 
than £3,000. These will be in 
addition to annual pay deal 
Increases which took the sala- 
ries of the highest earners In 
the group to more than £40,000. 

Disclosure of the scheme is 
likely to anger the relatively 
lowly paid ambulance workers 
who are staging industrial 
action over a pay offer which 
would increase wages by 9 per 
cent over 18 months. Civil Ser- 
vice unio ns are also concerned 
about the scheme. 

They believe it will lower 
morale, and may increase res- 
ignations, among the vast 
majority of Grade 4-7 civil ser- 
vants who do not receive per- 
sonal pay points. They are also 
worried about the increased 
patronage It affords managers 
who make decisions on pay. 

The Treasury said yesterday 
that personal pay points were 
distinct from performance pay 
and would be available to peo- 
ple whose skfTis were particu- 
larly marketable in die private 



Elizabeth Symons: ‘scheme 
was not thought through* 

sector. The system could also 
help departments persuade per- 
sonnel to do certain jobs. . 

The Treasury said payments 
would only be made in excep- 
tional circumstances, to a 
small number of staff and at 
the discretion of departments. 

Costs would come from exist- 
ing departmental budgets and 
would have an infinitesimal 
effect on the overall pay bOL 


Last autumn, the Govern- 
ment agreed a deal with the 
FDA, IRKS and NUCPS civil 
service unions which lifted the 
pay bill of Grades 5-7 personnel 
by 8.7 per cent- in a fall year. 
The flexibility of the agree- 
ment meant that most civil ser- 
vants in the south-east won 
between 11.2 and VL2 per cent 
and another 4 per cent was 
available for exceptionally 
good performance. 

The personal pay system, 
already in operation for higher 
paid Grades 2 and 3 allows civil 
servants in most cases to rise 
np to 2 points, each worth 
about 4 per cent. 

However a special pay award 
will reduce the amount of per- 
formance pay available in 
future years. 

Unions are. clarifica- 

tion on the criteria for making 
personal pay awards and on 
how they can be withdrawn. 
,11s Elizabeth Symons, FDA 
general secretary, said: “This 
scheme has not been property 
thought through- The avfl. ser- 
vice is losing very capable staff 
to better paid jobs outside. ' - 

“Of course we want to see 
more money in our members'- 
pockets — taxi 1 don’t see this 
scheme In Its current form 
being of much real use to 
either members oar the depart- 
ments.” 


Injunction 
blocks rebel 
ambulance 


service 

By Usa Wood 

AMBULANCE staff in South 
Glamorgan, Wales, were pre- 
vented bum starting op their 
own se ejiiwit and em er ge n cy 
sendee to nw from today 
when an injunction was 
granted in fhe High Court yes- 
terday. 

South Glamorgan Health 
Auth ority was granted the 

)i ^jnTirfinii | k ( iip ptn g fluifi ii- 

lanw» staff "ring service ambu- 
lances, until tomorrow. Out- 
side the court, Mr James Watt, 
a solicitor tor the Welsh Office 
which applied for the injunc- 
tion on - behalf of the health 
authority, said summonses 
had been issued and both par- 
ties would be able to bring the 
matter to court tomorrow. 

South Wales police are now 
expected to take a part in the 
running of the 999 service. The 
county's amhnbwirg staff have 
refused to accept instructions 
fr tim controllers plairnud 
to run their own service. 

j ^oti i union officials 
down an invitation to defer 
today's action as well as to be 
represented in court yester- 
day. Mr Andy Dobblnson, a 
NOTE branch official said: “It 
looks as if we will be locked 
out bum work from Monday.’* 


Skills shortage to force up wages 


By lan Hamilton Fazsy 

EXPERTISE shortages are 
going to force up pay mad dis- 
tort wage structures in Britain 
in the next three years, how- 
ever much the Government 
urges restraint on employers, 
according to a survey of pri- 
vate sector companies pub- 
lished today. 

Most employers expect to 
need more managers, and tech- 
nicians, but fewer supervisors, 
clerks , and unslrtltea manual 
workers. 

■ The main shortages wfll he 
of electricians and- fitters/ 
finance and accounting staff 
information technology special- 
ists and, in same areas, truck . 
drivers. 

The survey, by Collinson. 
Grant, a Manchester-based 


management cons ultancy, was 
of 55 businesses employing 
45,000 people. Their industries 
were business sendees, chemi- 
cals, engineering, metal manu- 
facture, printing and publish- 
ing, retail distribution, 
sanitary services and struc- 
tural clay products. 

Most companies will attempt 
to cope with internal tctftifng 
and development. Jobs will 
also be redesigned and pay 
increased for some of them. 
Some companies are reviewing 
-pay structures completely so as 
to offer more competitive rates 
in important areas. 

-However, there was little 
enthusiasm for creches or 
child- minding facili t ies to 
attract women workers with 


young families. Instead, a 
majority of companies Intend 
to recmploy women who have 
raised a family and make more 
use of part-time working and 
flexible working hoars to 
accommodate them. 

Although 16 oompanfes said 
they would recruit *key skQls” 
workers from anywhere in the 
UK or other EC member states, 
most will, use recruitment .as 
the mrin option for risks and 
unskilled manual workers. • 

However, only experienced 
people need apply -■ school 
leavers were not viewed as a 
likely source of labour hr these 
areas -and poaching seems to 
be already common. 

The companies were split on 
tire merits graduates; . . with 


half planning to recruit sub- 
stantial numbers and half 
intending to take none - or no 
more than one per year - to 

1993. 

Only one-third regarded 
shortage of foreign language 
skills as much to worry about 
There, was no pattern as to 
location, but Mr David Jones, 

. the author of to 8 report, says: 
"Perhaps the cynic's view pre- 
vails that English will become 
the first industrial language of 
the single European market 
and there is no urgency for 
. learning another.” 

Nearly all companies said 
they had no trouble in h a n gi n g 
on to managers and supervi- 
sors but struggled to keep tech- 
nicians and craftspeople. 


Appeal tests employers’ rights on training 


By Diane Summers 

IV HCThbb or sot an employer can 
back the costs of training staff who then 
leave their jobs will be decided in the High 
Court next week. 

Mr Philip Hubble, a computer worker, 
was ordered by the Court three years ago 
to rep ay £4^00 to the US company Elec- 
tronic Data Systems. He subsequently won 
the right to appeal and the case opens in 
Iffldflti unt Monday. 

Mr Hubble joined EDS, the computing 
subsidiary of General Motors, in December 
1S84. The next year he signed a “protms- 
sory note” agreeing to pay SAJS00 if he left 
the company within two years of receiving 


training. He did leave before the two years 
were up, but refused to' pay the sura 
demanded by EDS. 

The Court -originally upheld the com* 
pony's view that the money was Only a 
fraction of the cost of the training and that 
the promissory note was a.legitiniate com- 
pensatory provision. An earlier case was 
acted to which a Scottish food authority 
reclaimed from an employee pert of the 
money it spent an training. . 

Mr with backing from Tasa, the 

former manufacturing union, wo n the 
right to appeal It was arguable that EDS’ 
repayment scheme was legally tmenforcea.- 


btei the Court c& Appeal decided. The gen- 
eral union MSP, Tass* successor, has taken 
cm the backing of the case. 

The outcome will interest other compa- 
nies, particularly those In computing, 
which axis attempting to reconcile expen- 
sive t raining programmes with high staff 
turnover. 

. EDS justifies its policy of trying to 
recoup costs by citing the shortage of 
skilled ter-hniwii staff in Europe and the 
need to protect itself from having employ- 
ees head-hunted to a highly competitive 
industry. The practice is less common in 
the UK than it is to the US. 


Artists choose their tods 
to match their creative ideas 



Now, there’s a way fix- home- 
video enthusiasts to shape their 
creative ideas in exactly the form 
they desire: Because the new . 
Hitachi compact S-VHS video 
movie has Professional Automatic 
Exposure for a truly versatile choice 
of seven a ut o m atic and manual 
operating modes. 

In Auto mode the new 
VM-S83E automatically sets the 
optimum focus, aperture; shutter 
speed and white balance. P mode 
helps reduce blurring, and PS mode 
is designed specifically for crisp shots 
of sports and other fast-moving 
action. La PD mode, depth of field 
is enhanced to focus dose and 
distant subjects clearly, while in 
aperture-priority D mode a sharply 
focused foreground subject can 
be made to stand out against ‘soft- 
focused 1 background dements just 
like in the films. 



Ib capture s fleeting moment 
with absolute clarity, S mode auto- 
matically adjusts aperture to match 
the shutter speed selected, up to a 
remarkable 1/10000 sec: And for 
enhanced creative effects like never 
before; the VM-S83E also has full 
manual M mode 

Hie amazing flexibility of the 
VM-S83E reflects Hhachfs approach 
to designing quality products. We 
are committed to offering state-of- 
the-art technology in dependable 
products with versatile; easy-to-use 
functions. So users of our products 
always have at thdr disposal the 
tools they need to give form to their 
creative ideas. 

Quality: it*s a state of mind. 


# HITACHI 

HHaeNSMMWJOUd. 

Hitachi House Suflon toad. Hives 
Middlesex UB 3 d OR 
Pnone: 01-648 8787 
Fbjl: 01401 *305 


Birds Eye factory staff 
vote to continue strike 


By Our Labour Staff 

WORKERS at the Lowestoft 
riant of Birds Eye Wall's in 
Suffolk yesterday agreed at a 
800-strong meeting to continue 
strike aetton over Imposed 
rtttmg ra in working practices. 

■ The dispute, which started 
on Tuesday, is the second to 
bit the large food processing 
company, a subsidiary of Uni- 
lever, the Anglo-Dutch food 
group, in 12 months. In March. 
Birds Eye Wall's announced 
the closure of its plant in 
Kiritby, Merseyside, because 
workers refused to aceept 
Workstyle. a system of flexible 
working practices. - 
The Lowestoft fectory, which 
processes potato products, 
beefburgers and green vegeta- 
bles, was the flrst to accept the 


new practices. However, two 
issues have' remained unre- 
solved between the company 
and the Transport and General 
Workers Union, which repre- 
sents the majority of the l^SOO 
workers at Lowestoft the num- 
ber of redundancies at the 
plant and control over daily 
staffing. ' 

Mr John Lineker, general 
manager at the factory, said if 
the wor kfor ce wanted talks he 
would be pleased to meet them. 

He sahtfbe dispute had not 
disrupted, sides because the fac- 
tory had healthy stocks. 

TGWU representatives this 
week will be visiting Birds 
Eye’s other three factories at 
Hull, Gloucester and Grimsby, 
to seek support 
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You have made us Number One in Europe. 



(As we also say in Germany.) 


rr'-Ti.c 






* 









Every car maker strives to make good cars. 

At the Volkswagen Group, our business is making 
better cars. But it is the customer who decides what 
is best. 


Which is why we are particularly delighted 
that you, our customers, again made us Number One 
in Europe in 1989. 

Just as you did in 1985 and every year since. 

We would like to thank you for making this possible; 
and the same goes for our dealers and all employees 
of the Volkswagen Group. 

And every year we intend to go on making still 
better cars. 


Which is why we promise to do everything we can 
to remain what we are. The makers of fine cars. 

And your first choice. 





mercury Offshore 
Sterling trust 

(SICAV) 

Registered Office: 

10, boulevard Roosevelt, Bolte Restate 408, 

1.-2014 Luxembourg, Grand-Ducby of Luxembourg. 

R.C. Luxembourg No. B.24.990 

NOTICE OF ADJOURNED EXTRAORDINARY GENERAL MEETING 
The ExoaonSnarv General Meeting of Shareholders of Mercury Offshore 
Starting Trust held on IStfi February, 1900 having been unable to oanald er 
and vote on the resolutions pandrring to the amendment of the Company's 
Articles of Association, since the quorum brpoeed for such reashitiena was 
not reached, an Adjourned Extraor d ina ry General Meeting of StwehoMos of 
Mercury Offshore Sterling Trust wffl be held at its registered office at 10, 
boulevard Roosevelt. Luxembourg, at 1 1.00 a jn. on 22nd March, 1990 for 
the purposes of considering and voting upon the Mowing matters; 

Agenda of the Adjourned Emraonflnaiy General Meeting of 
Shareholders 

G. To reserve that paragraph {3} of Article 4 of the Articles of Association 
be amended to read as follows: 

"The Comp an y may Invest In transferable securities admitted to 
official Sating an stock exc ha nges, or dealt St on regulated markets 

which operate regularly and are recognised and open to the pubfic, in 
any member country of the European Commiarity ("Member 
State"), or in any other country in Europe. Asia. Oceania, the 
American continents or Africa and may, subject to the Low. Invest bi 
rncemty issued transferable securities the terms of teaua of which 
provide that a ppli cation be made for admission to offidd Bating on 
any such stock ex c hange, or to any such regulated market."; 

with such modifications as may be required by any regulatory or bating 
authority. 

7. To resofvs then Articles 1. 8, 13, 16, 16 and 17 ba amended, such 
amendments Involving prkvripaBy the c han ges described In the 
Explanatory Note sera to Roistered Shareholders with the Notice of the 
original Meeting, subject to such modifications as may be required by any 
competent regulatory or Sating authority. 

Voting 

Resolutions on tho Agenda of the Masting of Shareholders may be passed by 
a majority of 75 per cent, of the votes east thereon at the Meeting, with no 
requirement as to quorum. 

Voting Ar ra ngements 
In ordar to vote at tha Meeting; 

— ttohoMera of bearer Shares must deposit their Shares not hner then 
15th March, 1990 aWwr at the registered office of the Company, or 
with any bank or financial Institution acceptable to the Company, and 
the relative Deposit Receipts (which may be obtained from the 
registered office of the Company) must be forwarded to the 
registered office of the Company to arrive not later than 15th March. 
1 990. The Shares so deposited wriH remain blocked untfl the day after 
the Meeting or any adjournment thereof; 

— the holders of registered Shares need not deposit their certificates 
but can be present in person or represented by a duly a ppo in t e d 
proxy: 

— Shareholders who cannot attend tha Meeting ki person ere bmSted to 
send a duly completed and signed proxy form to the reg ist e red office 
Of the Company to arrive not later than 14th March, 1990. Proxy 
forms were sent to registered Share h olders wMi the notice far the 
original M o ating and con be obtained from tha registered office. A 
person appointed a proxy need not be a holder of Shares bi the 
Company; lodging of a proxy farm wfi not prevent a Shareholder 
from unending the Meeting If he su bs e q uen t ly decides fa do so. 

The proxy forms received by the Company far the E xuaonfins ry General 
Meeting of Shareholders convened ter 15th February, 1990 need not be 
renewed and wi be vttid far the Extraor dina ry General Meeting of 
Shareholders convened for 22nd March, 1890. 

Strew 

« Dior iiKiutMi ror MtKrmwoms&n 

Shareholders are advised that a draft (which is subject to modfileation, four 
olio, to comply with tho requirements of the competent regulatory end listing 
authorities) of the derated changes proposed to the Articles of Association 
of the Company are available far Inspection at the regi s tered office of the 
Company and at tha Mowing places: 

S-G- Warburg & Co. Ltd.. 

Paying Agency. 

2. Finsbury Avenue, 

London. 

EC2M2PA. 

England. 


Banque Internationale A Luxembourg 5A. 
2, boulevard Royal. 

1-2014 Luxembourg, 

Grand-Duchy of Luxembourg. 


A draft of the Articles of As socia t i on as amended wfl be avaiable far 
inspection at the Meeting. None of the directors has a service contract with 
the Company. 

Recommendation 

In the opinion of tire D irecto r s (ha alterations to the Articles of A ssoci a tion 
proposad In Resolution Numbers 6 and 7 are bi the interests of the Company 
and its Shorehoideni. Accordingly, the Directors recommend that at 
Shareholder s vote In favour of the Resolutions set cut above. 


19th February. 1980 


The Board of Directors 
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UK NEWS 


Patten seeks £2bn to lessen poll tax damage 


By Philip Stephens, Political Editor 


MR Christopher Fatten, the 
Environment Secretary, is to 
press the Treasury for a sub- 
stantial Increase in resources 
for local authorities next year 
in an attempt to lessen the 
damage done to the Govern- 
ment by the community 
charge. 

His move, which Whitehall 
insiders say has already been 
discussed informally with Mr 
John Major, the Chancellor, is 
expected to win a sympathetic 
reception. 

Figures have not been dis- 
cussed but one Whitehall offi- 
cial said that 3b- Fatten could 
be looking for up to £2bn extra 
when the .Treasury fixes its 
local authority Revenue Sup- 
port Grant in July. 

Girobank in 
£6m bid for 
cash sector 

By Ian Hamilton Fazey 

GIROBANK has spent £6m in 
an attempt to capture the bulk 
of the cash payments sector of 
the poll tax market by offering 
a cheap handling service to 
local authorities. The market is 
likely to be worth up to £200m 
a year in revenue. 

The bank has set np a unit 
and taken on M7 staff so that 
the estimated third of charge- 
payers who will prefer to make 
p aym e n ts in cash pay the 
tax in weekly, fortnightly or 
monthly cash instalments at 
any post office. Payment slips 
will be processed in the bank's 
uarters at Bootle, Mer- 
and magnetic tapes 
recording them will be given to 
subscribing local authorities 
ami their bankers. 

Girobank, which is in the 
final stages of being taken over 
by the Alliance and Leicester 
Building Society, says it has 
signed contracts with nearly 
150 out of 401 English and 
Welsh local authorities so far. 

The bank already runs a 
cash payments system for the 
poll tax in Scotland, where it is 
used by a million people. The 
tax replaces domestic rates in 
England and Wales on April L 

The handling charge to local 
authorities will be 43p per 
transaction, reduced to 8&5p 
for councils which do some of 
their own keyboarding but use 
Girobank for its paper han- 
dling systems. 


Move on social 
security fraud 

SOCIAL SECURITY fraud 
investigators saved the tax- 
payer £53m last year, the 
Employment Department 
announced yesterday. It said 
390,000 investigations led to 
74,400 people withdrawing 
their claims to benefit 
Mr Michael Howard, the 
Employment Secretary, said 
the drive against benefit fraud 
had been intensified in June 
1987, since when savings to the 
taxpayer had amounted to 
£145. 12m. 

He said nine employers had 
been prosecuted far encourag- 
ing workers to claim benefit 
fraudulently in order to pay 
the workers lower wages. 
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MURRAY JOHNSTONE 
INVESTMENT TRUST PEP .. . 
THE DIFFERENCE SHOWS 
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More broadly, some back- 
bench Conservative MPs plan 
to renew their campaign for 
the Government to take direct 
control of large areas of expen- 
diture, particularly on educa- 
tion, at present administered 
by local authorities. That 
would not be possible, how- 
ever, until after the next gen- 
eral election. 

Ministers acknowledge these 
is growing concern that, unless 
extra funds are made available 
to the authorities, the poll tax 
could nnffarnrinp the Govern- 
ment's campaig n at the general 
election. 

They already expect the 
combination of rising mortgage 
rates and the introduction of 
the tax to give Labour substan- 


tial gains in the May local elec- 
tions and fear it could allow 
the opposition to overturn a 
14,500 Conservative majority in 
next month's fay-election In 
Bfid-Staffonishira 

It is now recognised In 
Whitehall that the average hill 
when the tax is introduced in 
England and Wales in April 
may turn out to be 2S per cent 
higher than the £278 predicted 
by the Environment Depart- 
ment 

That will exacerbate the 
Government's difficulties in 
holding (town inflation Origi- 
nal forecasts that the poll tax 
would add 0.5 percentage 
points to the retail price Index 
are now viewed as an underes- 
timate. Tim actual figure may 


tom out to be ctose to 0.75 per- 
centage points. 

Ministers, meanwhile, ore 
bracing themselves for another 
round of mortgage rate 
increases this week, with many 
of the building societies follow- 
ing the lead of the Abbey 
National and setting a rate of 
more than 15 per cad. 

The general expectation is 
that the retail prices index, 
which remained at 7.7 per cent 
in January, will be showing 
increases for above 8 per cent 
by the early summer. 

The political damage 
inflicted by the poll tax has led 
to acrimony within the Cabi- 
net, with Mr Nicholas Ridley, 
the former Environment Secre- 
tary, being blamed by a num- 


ber of ministers for “mishandl- 
ing” its Introduction. 

BIT Ridley, now Trade and 
Industry Secretary, negotiated 
a deal with the Treasury last 
year which included, an effec- 
tive freeze fa real terms in tha 
Environment Department's 
support for local authorities. 

Some of his colleagues blame 
that agreement for the fact 
that scores of Conservative- 
controlled as well as Labour- 
led councils are planning to set 
their poll tax at levels much 
higher than those recom- 
mended by the Government 

Mr Fatten is facing pressure 
to “cap” the spending plans of 
authorities setting the highest 
charges but it is recognised 
this might prove difficult. 


Employers warn about rules for defaulters 


By Ian Hamilton Fazey, Northern Correspondent 


BUSINESS leaders have 
warned of the “potentially 
disastrous” consequences for 
industry and commerce of new 
regulations which win force 
employers to deduct the com- 
munity charge, or poll tax, 
from the wages of workers who 

rfpfemlt. 

There are likely to be more 
poll tax defaulters than rates 
defaulters, because mare peo- 
ple are liable for poll tax and 
some win refuse to pay as a 
political protest 

Mr Simon Sperryn, chief 
executive of Manchester Cham- 


ber of Co m merce and Industry, 
said yesterday: “There is 
already legislation about 
attachment of earnings and we 
think the bureaucrats saw it as 
a ready-made solution to a 
large potential problem.” 

Attachment of earnings 
orders are usually imposed by 
courts to ensure that offenders 
pay their fines or husbands 
continue to pay maintenance 
to estranged wives. 

Poll tax attachment orders 
wSl be made by local aothori- 
ties and employers will hare 14 
days to comply. The amount 


deductible will be eamings- 
related on a week-by-week 


fifr Sperryn said: “In the case 
of people whose pay 
varies ... a separate calcula- 
tion will have to be made every 
time. The employer will be able 
to n towards, administra- 
tion costs but that is hardly 
likely to compensate.” 

Mr Sperryn also suggested 
that Labour local authorities 
bitterly opposed to the poll tax 
might use the orders to make 
business bear the burden of 
pursuing defaulters. “It will be 


a godsend to them to be able to 
say that the business commu- 
nity can do it” 

Thera is also concern about 
the implications for pay pres- 
sure and labour turnover. The 
people most likely to be 
affected will probably be in 
lower-paid. fobs. By the time 
default has been established, 
an employer might have to col- 
lect, say, £400 in less than six 
months. - 

In such circumstances, some 
people may weR. be better off 
unemp loyed ami able to qual- 
ify for a poll-tax rebate. 


Labour links Militant to Field constituency 


By Philip Stephens, Political Editor 


AN INQUIRY by Labour’s 
National Exec u t i v e Committee 
into the activities of members 
of Mr Frank Held's Birkenhead 
constituency party has con- 
eluded that there is prime fade 
evidence of infiltration by Milt 
tant extremists. 

The findings, contained in an 
interim report, will strengthen 
expectations that the National 
Executive Committee (NEC) 
will decide to overturn the 
local party's decision to drop 
Mr Field, the sitting MP, as its 
candidate at the next general 
election. 

After the local party chose 
Mr Paul Davies, a TGWU trans- 
union official, as its candi- 
Mr Field compiled a 160- 
page dossier alleging wide- 
ranging irregularities and 
ex t r e m ist infiltration. 

Some of the allegations have 
been described by Mr Field’s 
colleagues at Westminster as 
“fandftd.” NEC members have 
privately criticised his outspo- 
ken campaign to keep the seat. 

The party leadership, how- 
ever, is thought to consider 
that the selection process has 


to be re-run if Labour is to 
maintain its recent imag w as a 
moderate, democratic party' 
which has broken all links 
with extremists. 

The report, prepared by Ms 
Joyce Gould, Labour’s director 
of organisation, suggests that 
six local party members may 
have links with Militant. A 
seventh, in the neighbouring 
Wallasey constituency, is also- 
linked with the left-wing 
group. 

Ms Gould recommends a 
detailed further investigation 
Into the activities of the seven, 
but has not readied any con- 
clusion on separate allegations 
of “vote-rigging’’ during the 
reselection process. 

• Labour’s NBC has prepared 
plans to increase the momen- 
tum of the more to a “one- 
member, one- vote" system for 
elections of key party officers. 

It win propose to this year’s . 
party co n ference that the pres- 
ent voluntary system under 
which each membe r of a focal 
party can be oven a voice in 
elections for the NEC be man- 
datory from 1991. 
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NEWS IN BRIEF 

Leukaemia 
patient sues 
atomic body 

By David Churchill 

THE UK Atomic Energy 
Authority la being sued for 
damages by a forma leukae- 
mia patient who claims that 
radiation from the nuclear 
plant at Dounreay in Caith- 
ness, Scotland, caused her. ill- 


Ms Sharon Cogbffl, 19, a stu- 
dent from Aberdeen, was diag- 
nosed as suffering from acute 
myeloid leukaemia 10 years 
ago. She was .bom and brought 
up near Thurso, which fa close 
to -the plant, 'and ■’iniwis that 
radiation from.it could be to 
blame.' 

Ms Coghfll has been granted 
legal- aid to fight the case, 
which could set a precedent far 
other. claims by faTT>nipR who 
believe that childhood leukae- 
mia could be linked to living 
dose to power stations. - 

A repent In 'June 1988 by the 
Committee' on the Medical 
Affects, of Radiation in . the 
Envi rohi nent^found up to six 
times me expected level of leu- 
kaemia. cases around Doun- 
reay. Ms CoghilTs case was 
part of that study. 

A Medical Research Council 
report on cases around the Sel- 
lafield plant, Cumbria, last 
week suggested that men 
exposed to high doses af rafla- 
tron might have a higher prob- 
ability of fathering children 
with leukaemia or other can- 
cers. 

- The solicitor representing 
some SB leukaemia sufferers In 
the SeRafidd area wrote yes- 
terday to British Nuclear Fuels 
urging it to set up a compensa- 
tions fund for the «Hihm>n of 
SeDafield workers who are vic- 
tims of leukaemia. 

Theme park fear 

BRITISH wil dlife conservation- 
ists fear that a nature reserve 
on UOOO acres of marshland in 
rmot could be wwd no the ate 


Frank Field: alleges irregularities and inflltraticm 


Professor sees full EMS membership possible in 1991 

By Michael Prowse 


BRITAIN will be able to fain 
the exchange rate mechanism 
of the European Monetary Sys- 
tem in the middle of 1991, 
according to Professor Alan 
Budd, economic adviser to Bar- 
clays Bank. 

Writing in Barclay’s 
February economic review, 
published today. Professor 
Budd says the conditions laid 
down by Britain should be met 
by then. France and 
would have liberalised 
movements a nd further 
ress would have been 


on the 1992 single market 
reforms. 

More Important, the gap 
between UK and West German 
inflation and interest ratea - 
the mato obstacle to fail mem- 
bership - should have 
reduced. By the summer of 
1991, Professor Budd says, UK 
inflation (excluding mortgage 
interest) will be 5 per cent, 
only 1 percentage point higher 
than West Germany's. 

By then, UK interest rates 
should be down to 12.5 per 
cent, only 4 to 5 percentage 


paints higher than West Ger- 
man rates, compared with a 
current di ffe r entia l of 7 points. 
An interest rate gap of 4 to 5 
points is' seen as the hugest 
differential compatible with 
the rigidity brought about by 
fun rms member ship 
Joining sooner than summer 
1991, however, would be 
counter-productive because the 
interest rate differential would 
be too large. Membership of 
the exchange rate mechanism 
would 'precip i t a te a sharp fall 
in UK rates find undermine the 


Government’s anti-inflation 


Professor Budd warns that 
full EMS membership next 
year would not be a painless 
cure for British Inflation. If 
average earnings, which are 
rising almost twice as fast as 
in West Germany, did not 
adjust quickly, entry could rap- 
idly increase unemployment. 

Barclays Economic Review i 
February 2990. Economics 
Department, Barclays House, 1 
Wtmbome Road, Boole, Dorset 
BH152BB. 


for a proposed £2bn theme 
park and film studios. 

The Ministry of Defence con- 
firmed yesterday that the 
wmrKiiTHwrf, which is both a fir- 
ing range and a nature reserve, 
would be available for sale. 
The MOD, however, said that 
the company which bought it 
would have to provide an alter* * 
native site for a firing range. 

The proposals for building 
the fflm studios and theme 
pork at RainHam in Essex have 
still to be considered by the 
London Borough of Havering. 

A meeting Is expected 
shortly to decide whether out- 
line planning permission 
should be granted. 

BR assurance sought 

MR John Prescott, shadow 
transport secretary, yesterday 
called on the Government to 
renegotiate British Rail’s cor- 
porate plan to ensure the full- Si 
implementation of the safety 
programme recommended by 
the inquiry chaired by Sir 
Anthony Hidden into the 1988 
Clapham rail disaster. 

Mr Prescott wrote to Mr 
Cedi Parkinson, the Transport 
Secretary, demanding an assm> 
ance that there would be uo 
delay In implementing the 
recommendations. 

He said he believed the foil 
cost of fulfilling the recommen- 
dations in the Hlapham inquiry 
report would be “far higher” 
than the £200m budgeted for in 
British Rail’s new corporate 
plan. 


Pensions ruling could cost £30bn, say consultants 


By Eric Short, Pensions Correspondent 


UK EMPLOYERS could face an 
immediate bill of up to £30bn op their 
pension schemes if the European Court 
rules in favour of a British employee 
claiming sexual discrimination over 
early retirement provisions, according 
to William M. Mercer Fraser, the 
employee benefit consultancy firm. 

The European Court is expected to 
judgment soon in the case of Bor- 
os Guardian Roval Ex c/u utae Assur- 
ance over a complaint brought by an 
employee against his employer. 

The ruling could bring about com- 
plete equality between men and women 
in company pension schem e s. In addi- 
tion to' the immediate extra cost, it 
could add a farther £2bn to the annual 
costs of funding pension schemes, 
according to Mercer Fraser. 

The employee was made redundant 
at the age of (ft However, under the 
company scheme roles, early retire- 
ment was available up to 10 years 
before normal retirement erf 65 for men 
and 6Q for women. Women could take 
early retirement from 50 but this option 


was only available to men from the age 
of 56. Therefore, he was not eUgfbte to 
take early retirement, whereas a 
women of the same age would have 
been. This, ha claims, amounts to dis- 
crimination. 

The judgment would appear to hinge 
an whether occupational pensions fall 
within the definition of pay as set out 
fa Article U9 of the Treaty of Rome. If 
.they do. Article 119 specifically bans 
discrimination between the sexes on 
matters of pay and related benefits. 

Under the European Court proce- 
dures, evidence is collected from both 
parties in a report on evidence given by 
an advocate general The court is not 
bound to follow the advocate general’s 
opinion but it has done so fa most cases 
to date. The report cm the Barber case 
agrees that occupational pensions are 
pay and, thus, covered by Article 119. 

u the Court endorses this conclusion, 
the implications for UK company pen- 
sion schemes would go far beyond mere 
equalisation of pension ages. 

Later this year, another case appears 


before the European Court - Clarke vs 
Cray Precision Engineering. 

Mr David Clarke is claiming discrim- 
ination against his employer's pension 
scheme over the amount of benefit 
received, in that his pension was 
reduced because he took early retire- 
ment, whereas a woman of his age 
would have suffered no reduction. 

If the court rules that Article 119 
applies to the Barber case, it fa highly 
likely that it will also rale that it 
applies too in the Clarke case. 

The UK pension industry has argued 
that it cannot be expected to equalise 
pension ages and benefits on company 
schemes until the state scheme has 
equal ares benefits. This argument 
has been in line with the provisions of 
the various European Community direc- 
tives on equal treatment in pension 
arrangements. 

So, as a result of the expected Euro- 
pean Court decisions, companies face 
the prospect of having to provide equal 
pension ages asd equal benefits very 
shortly - possibly decades "before the 


state scheme is required to do so. Until 
recently, the majority of company pen- 
sions followed the state scheme having 
a normal retirement age of G5 for m?n 
and 60 Cot women. 

Social, demographic and economic 
pressures are now forcing more and 
more employers to equalise pension 
ages and benefits without waiting for 
the state to move first Yet the change 
has been evolutionary, so that the extra 
burden was being only slowly incurred. 

The Europeans could require compa- 
nies to bring about full equality at a 
stroke, imposing heavy added burdens. 

It fa unlikely that the court would 
expect companies to apply its dwfrdoo 
retrospectively. However, there is a risk 
that an exis t ing pensioner or a spouse 
of a pensioner on an income lower than 
a wo man o f the same retirement age 
and circumstances might have received. 

could claim bias and seek redress. 

These potential cases - and the two 
now before the European Court — 
mean 1990 Is likely to be decision year 
for company pension schemes. 


Jewellery trade will sparkle, says study 


By Maggie Urry 

A BRIGHT outlook for 
jewellery retailers but slower 
growth for many other sectors 
of the retail trade are forecast 
for 3990 by the Corporate Intel- 
ligence Group, a research com- 
pany. 

Jewellers have achieved dou- 
ble figure increases in sates 
volumes for three years run- 
ning and a fourth such rise is 
expected in 1990, Corporate 
Intelligence says in its latest 
retail research report 

A 13 per cent increase in vol- 
ume is forecast for this year 
with sates in value terms pre- 


dicted to rise by 15 per cent to 
give a total market of £&2bn. 

The jewellery retail market 
has nearly trebled since 1980, 
Corporate Intelligence says, 
with the Rainers group the 
prime mover behind this 


The report forecasts that 
chemist shops will see slower 
volume growth of 3 per cent fa 
1990 (it was &5 per cent test 
year) and value Increases of 8 
per cent. Booksellers are also 
expected to show a 3 per cant 
volume growth rate fa 1990. 
That forecast assumes that the 


net book agreement, under 
which book prices are fixed by 
the publishers, is broken, says 
Corporate Intelligence. 

Off licences will see no 
volume growth in 1390 after a 2 
per cent rise fa 1389, the report 
predicts. Toys and sports shops 
are forecast to increase their 
sales volume by 4 per cent and 
CTNs by 2 per cent 

Retail Research Report, £495 
annual subscription for 10 
issues, from Corporate Intelli- 
gence Research Publications, 51 
Doughty Sheet, London WC1N 
2LS. 


WORLD FUND $A 0a liquidation) 


2, boulevard Royal 
L - 2953 LUXEMBOURG 

R.C Luxembourg B - 21510 
TO THE SHAREHOLDERS 

The shareboldcra of WORLD FUND SJl an* advised ttuu an 
mfemn distribution of liquidation proceeds of USS 22.- ner vhsn- 
16. 1990 « Sft 

«££ air 

certificates wte the paying agent, Banque InteiSaSSiafi 
LuxMBbcmrg. 2 boulevard Royal L- 2953 Uxemboni^TSd 
the bank account to winch the interim dfaribution^iSl ^ bfnSi 
DELOriTE HASKINS A SELLS (Laxortoaif) 

The liquidator 
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CBI survey finds 
quarter of adults 
are shareholders 


By Hazel Duffy 

AROUND one quarter of the 
British population frag at 
least one shareholding hot less 
than than 40 per cent <tf share* 
holders have ever sold any 
shares, according to a survey 
for a Confederation of British 
Industry teak force. 

The survey suggests that 
share ownership has increased 
enormously, mostly through 
privatisation and similar 
issues, but found that a signifi- 
cant minority of shareholders 
did not know where or bow to 
buy stocks and shares. 

The CBI task force is lead by 
Sir Peter Thompson, chairman 
of National Freight Consor- 
tium. He said: "We found no 
evidence to suggest that the 
new generation of private 
invest o rs would build their few 
privatisation holdings into bal- 
anced equity portfolios, unless 
there is a radical shift in share- 
holder attitudes. 1 * 

The survey, carried out by 

Harris Research an a sample of 

989 adults, took into account 
the water privatisation issue 
where relevant. 

It found that 43 per cart of 
respondents saved regularly, 
most of them to meet a particu- 
lar future need, so security and 
convenience woe the principal 
factors infTnwnring investment 
choice. Only one third were 
concerned about the rate of 
interest or the size of dividend. 


Few mentioned the importance 
of investing in assets which 
increased in value. 

Money inherited from the 
first generation of home-own- 
ers does not seem likely to go 
Into equities. Most of those 
in te rv i ewed said that if they 
received a gift of £50,000 they 
would put it into a bank or 
huflding society or use it to 
buy poverty or pay off a moat- 


The task force, set up last 
November, was asked to pro- 
pose steps "to widen and 
deepen direct share-ownership 
in Britain.” The idea sprang in 
part from thinking within the 
CBI that personal shareholders 
might be more loyal to compa- 
nies caught in hostile takeover 
situations thaw institutional 
shareholders. 

Some leaders in the employ- 
era* group are also strong back- 
ers of wider employee share 
ownership as a means to better 
communications and stranger 
identification of employees 
with companies. 

The task force, which 
includes Mr Ne£L Stapley, man- 
aging director of NatWest 
Stockbrokers, Mr Eric Ham- 
mond, General Secretary of 

FfF Tpn tfw» nrrirm. 

and Mr Patrick Sbeehy, chair- 
man of BAT Industries, is due 
to publish its final report later 
this year. 


Separate taxation set to 
change savings patterns 

By Sara Webb 


AS INDEPENDENT taxation of 
husbands and wives draws 
nearer, investors are showing 
renewed interest In National 
Savings schemes, especially 
those paying interest gross. 

Figures released yesterday 
show that savers continued to 
withdraw money from 
National Savings fixed-interest 
certificates last month, a trend 
evident over the past year. 
However, they put mare into 
investment accounts, income 

rmrl r a ptfa i! bonds than 

in previous months. 

These schemes pay interest 
gross and the National Savings 
office attributed the surge of 
£109.9m net into investment 
accounts partly to the fact that 
many couples were reorganis- 
ing their financial affair s in 
the most tax-efficient way 
before independent taxation is 
introduced in AprfL 


Savers took out S624.2in, 
including interest, from 
National Savings schemes, 
while receipts plus interest 
amounted to £B5BJSm in Janu- 
ary. The surplus of £&3m 
makes January the first month 
in a year that did not make a 
contribution to the Govern- 
ment's debt repayment 
hi the past National Savings 
were us& by the Government 
as a means of borrowing from 
the small investor. However, as 
the Government no longer 
needs a net borrowing pro- 
gramme, it has tried to get sav- 
ers to take money out erf fixed 
interest certificates once they 
mature. Withdrawals from 
fixed interest certificates 
slipped from £140&n in Decem- 
ber to £135J>m in January. The 
30th issue matures this mo nth 
and substantial withdrawals 
are expected. 


Rising Sun shines into Birmingham’s firian 

Richard To mkins reports on why Japanese banks are starting to open offices in the west Midlands 


SOMETHING odd is going on 
in Birmingham’s financial 
quarter. On the doors of the 
office buildings lining the 
streets around Colmore Row, a 
rash of plaques has suddenly 
appeared, each bearing the 
name of different Japanese 

bank 

Not an the plaques are glis- 
tening new - the Sumitomo 
Bank has been in the city since 
1984 and Mitsubishi Bank since 
1988. But the tally has risen to 
six in the last few months. 

The Tokai Bank arrived last 

Augi Ktt, ffitmi Bank and Bunk 

of Tokyo International opened 
in January, and Sanwa Bank is 
opening in fte summer. Oth- 
ers, such as DaHcfai Kangyo 

Ffrnlr nnrl parilr <jf Yokohama, 

axe thinking of joining them. 

One explanation for the lat- 
est arrivals can he summed up 
in one word - Toyota. TokaL 
Mitsui, Sanwa and Bank of 
Tokyo are the car manufactor- 

a*s ltlg ' n Knnta^ SO tt ]S DO 
coincidence that the opening of 
Birmingham offices follows 
Toyota’s decision to build its 
European plant 35 miles away 
at Buroaston in Derbyshire. 

Inevitably, the car plant wffl 
act as a magnet for other Japa- 
nese companies. As well as 
component manufacturers in 
the Toyota family, there will 
be a wider range of companies 
looking for a foothold in the 


European Community in the 
run-up to 1992. 

According to Mr Masao 
Otsnka, general manager of 
Bank of Tokyo International's 
Pi tTninghaTp office, the Mid- 
lands is fast becoming the 
favourite region for Japanese 
companies to 

He said: "There are already 
SO Japanese companies within 
100 kmg of Bir mingham and 
another 10 or 20, perhaps even 
30 or 40, are likely to arrive 
over the next two years.” 

Toyota is one factor but Jap- 
anese companies were already 
well e«rtabhyh e d in places such 
as Telford, Reddttch end Wrex- 
ham and "new arrivals feel 
more comfortable in places 
where there is already a Japa- 
nese com munity . ” 

Yet these is more than this 
to the influx of banks. Those 
now arriving in Birmingham 
acknowledge that they had 
been contemplating expansion 
from London into the regions 
kogMbn Toyota announced 

Indeed, just as Sumitomo 
and Mitsubishi's arrival in Bir- 
mingham predated the Toyota 
announcement. Sanwa and 
Fuji Bank have offices in Man- 
chester, and Sanwa has an 

nffifo fn VHiwhnrg h. 

So it is hard to escape the 

mnrimilnn that, while Toyota’s 

arrival explains the timing of 



Sumitomo and Mitsubishi 
have already enhanced' their 
ability to. Bate*. with British 

companies by appointing Bnt- 

' jab banking officers to work 
Japanese managers. 
The arrival or the Japanese 
Kpriks is excellent news for the 
west Midlands as a whole.; 
Coming just as fears of a mint 
recession have aroused doubts 
about the health of the local 
economy, ft Is a massive vote 
of confidence in the durability 

-I T M i MMI Hlf nftfw* 


Masao Otsnka: bringing the Bank of Tokyo into the heart of Birmingh am 


toe Japanese influx, toe arrival 
of the banks marks another 
stage in the overall expansion 

nf Ju paTWHM! hm Vin g in TUT . 

The Japanese play down sug- 
gestions that toe pirmb<ghflni 
offices present a competitive 
threat These bureaux are just 
representative offices, not 
branches, and so cannot trans- 
act business, they say. With 
just one or two officials apiece, 
they are certainly too small to 

malm any aarirma tnrnarlg 

The Japanese portray them 


more as intermediaries, provid- 
ing Japanese clients with infor- 
mation. mid advice. For exam- 
ple, they might seek 
opportunities for Japanese 
rompantea to enter into joint 
ventures with British ones, or 
help newly arrived Japanese 
companies to set up working 
relationships with local law- 
yers, accountants banks. ■ 
Still, there Is nothing to stop 
the Birmingham offices pick- 
ing up business from UK com- 
panies in the Midlan ds and 


it through their . 
London offices. Nat do any of 
them disguise their willingness 
to do just that. 

The London offices are 
already active among the top 
100 UK corporates in loan and 
project finance, trade finance 
and money market instru- 
ments. Yet competition for this 
fctnd of business is fierce and 
one aim of stretching out into 
the regions is to get closer to 
the next tier of corporates, 
where profits tend to be fatter. 


reginflL s nmnufacturing- 
-The Japanese influx is a 
boon to Birmingham's efforts 

to portray itself as ah import 
taut ft "an Hal centre - .■Its 
overseas bank representation 
bad until recently consisted 
mainly of the offices run ; by 
Algemene Bank' Nederland, 
Banana Nationale de Fads and 
Sodeid Gdn&ale. " • 

The - indigenous bankers. 
mixed feelings on the subject 
are nevertheless understand- . 
able. Many, remember , bow .the 
west Midlands boasted a 
motorcycle industry until the 
Japanese wiped it off the map. 

' As Mr Bfll Watkins, assistant 
corpor a te -director in B irming- 
ham of Barclays Bank, 
remaricsr "Yon have to respect 
the Japanese whatever busi- 
ness yon are in. They, take a 
long-term view and repre sent 
very fopnidahlB competition*” 


Directors lack training for role, says study 


By David ChurchBI 

BRITISH company directors 
have little fo r ma l preparation 
for their role, according to a 
su rve y published today by the 
Institute of Directors. 

The survey of 218 members 
of the foy H fai fc g found Hiw> out 
of 10 had received no prepara- 
tion for becoming a director 
other than “experience.” Leas 
Hum a quarter ™ any profoa- 
sional or m»nagg»wnt qualifi- 
cations. 


The survey was carried out 
for the institute by Dr Cohn 
Coulson-Thomas, chairman of 
research company Adaption. 
He said: “There does not 
appear to have been a gener- 
ally accepted and practised 
route to toe boardroom. Little 
evidence emerges of systematic 
and thorough preparati on for 
the rule of company director.” 

The survey also found that 
the issues of teamwork and 


succession were the most 
pressing concern for six out of 
every 10 directors. 

Only one in four rated the 
moralising of European fron- 
ting af ter 1982 aa^^topOT tant, 

prep ara tion for toe globalisa- 
tten of business” ranked last of 
10 issues. 

Mr John Harper, of pro- 

fessional development at the 
institute, said: “Too few direc- 


tors in spend sufficient 
time raising their awareness, 
updating their knowledge and 
improving Hwh* understanding 
an matters of concern to pro- 
fessional d ire ctors.” 

It was not surprising 'that 
“many. b oar ds do an adequate' 
rather than an excellent job.” . 

P rof e ssion al Development Of 
And For The Board. Institute of 
Directors, 116 PaU Mall, Ian- 
don SW1Y5ED 


Government considers merger of two tax functions 

By Hazel Duffy 


THE Government is *htefchig 
of bridging the historic divide 
in the Inland Revenue between 
tax collectors and inspectors. 

The 137 local collection 
offices are responsible for the 
collection of towi while the 
632 local tax offices are 
charged with ensuring that 
taxes are paid. They advise 
employers cm setting up meth- 
ods for tar payment and follow- 
up on tho s e who have not paid 
the correct taiftL 

Mr Peter LiHey, Financial 


S ecr e ta ry to the Treasury, has 
told the Commons: “The time 
is now ripe to consider 
whether greater operational 
efficiency and improved ser- 
vice to taxpayers could be 
obtained by bringing together 
the work of local collectors and 
inspectors of tares.” 

Between them, the offices 
have more than 50,000 Staff 
aroun d toe country. 

Experiments to test the feasi- 
bility of merging the two func- 
tions will be carried out by the 


Board of the Inland Revenue. 
Details will be announced 
when preliminary work has 
been taken further. 

The Government is clearly 
urging the inland Revenue to 
increase efficiency. It is one of 
the largest departments within 
Whitehall and has a distinctive 
character. So far, it has put 
forward only one operation, 
tiie Valuation Office, aa a pos- 
sible candi d a te to be a new 
style executive agency. 

. Mr LOley praised the depart- 


ment's pfaiw far the three 
years, which cover the imple- 
mentation of the Government's 
tax Hiawg pR and include th e 
introduction of independent 
taxation for husbands and 
wives from April this year. 

However, ministers would 
Wfen to see toe inland Reve nu e 
nominating more operations to 
be run as age n das. Executive 
agencies are aimed at giving 
more effi cient nn^ open man- 
agement than the traditional 
Whitehall setup. 
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APPOINTMENTS 


EUROPEAN ECONOMIC COMMUNITY 
USD 7S.OOO.OOO,- 101% - 1983/1995 

Btmdhridef axe hady trihrwrl that the nd m ip Ht M ImifaiWrf rf 

USD 7 500 000a- due on Match 24th. 1990 has been met ty a draw 
by lot on February 7th, 1990 in the y nwiwe ofMiiifiimi desaoe 
HOU3SB Notaty Pubfac, tn Lu x e m bo urg. 

C ou aeq u aidy. the 7 COO bonda of USD 1 QOty n u mb ered : 

2306 to 6891 !■ «*■««* - 
and 35882 in 38804 tadmtvc 

will be redeemable at par, c oup o n* at Much 24th. 1981 and 
subsequent . at tac hed , aa from March 24th. 188Q. date nitehlch they 
Win cease to bear fntezoL 


Rcdcm 
take place ad the 


Of IntcRat due on March 24th. 1890 will 
banks: 


CREDIT LYONNAIS. Luxembourg - BANQUE INTERNATIONAL A 
LUXEMBOURG. Luxembourg - MORGAN GUARANTY TRUST 
COMPANY OF NEW TORS. BruxeDea - SOC1ETE GENESALE, Paris. 

airn mnt aftw >ht, fifth «mnt H/«Hnn! 

USD 37 600 000.- 

We recall that the following bands for pmeeodhtf femtafcnab ham 
not yet been presented for eoBeeUan. 

March 24th. 1988: 5327/5930 7501/7534 7828/7933 

5835/8939 7564/7693 

6059 7701/7800 

6363/6368 7916/7917 

6372/6378 

The Flaca] Ageast 
CREDIT LYONNAIS - LUXEMBOURG 
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Rothmans 

finance 

director 


Mr Jan P. da Finds has been 
appointed group finance 
director of ROTHMANS 
INTERNATIONAL from March 

L He succeeds Mr Malcolm E. 

Thompson who died last 
•month. Mr du Flessis is finance 
director of Compagnie 
Ftoandere Richemont, a post 
he will retain while moving 
from Switzerland to the UK. 
The Swiss company Is 

Rothmans major shareholder. 


■ FBI has appointed Mr Eddie 
P. Bartlett aB managing 

director, control products 

division. 

■ WI LLIAM WEAVER. 
Bromfigrove, lias appointed 
Mr Geoffrey StoHard as 
managing director, a new post 
He was a senior consultant 
with <3C Management 

■ RICHARDS, LONGSTAFF 

(INSURANCE) has appointed 

Mr CoHn Fellows as managing 

director, and Mr Melvem 

Pulford as director, marine 
divisian; Mr John Allen as 
director, agency and 
commercial divisions^ Mr Ian 
Hnii as director, and Mr Chris 
Allen as associate director , 

special risks division. 

M Ifr Robin Watson has been 
di recto r of 

TAY VEHICLE 
IfASP iffg new I^aBnWnfc 
scheme. 

■ HYMANS ROBERTSON & 
CO, Glasgow, consulting 
actuaries, has appointed Hr 
George Henshflwood as 

partner responsible for its 
investment consultancy 
service. He was investment 

manager at Scottish Mutual 

Assurance Society. 

■ Mr R.C. Wiggins has been 
appednted an executive 
director of BOWRING MARINE 
& ENERGY leading a tew™ 

of associate directors - Mr CR. 
Dolby, MtMJ. Banks, MrJJ. 
Richards and Mr WJL 

QttMRi 

■ Mr Michael Frenkel has 


joinedthe RIVER ISLAND 
CLOTHING CO in the new post 

of director of footwear. He was 

commercial director of British 

ShoeCorp. 

m Hr Peter Barnes has been 
apj arinbiH managing director 
at R- MA NSELL 
(WESTMINSTER). He joins 

from Ashby & Horner w he re 

he was commercial director. . 

■ Mr Tony Riley has been 
appointed managing director, 
and Mr Brerton Bryan 
becomes ffruin^i al digectnr at 

MICKO-X. 

■ Mr Andrew McQuillan has 
been appoi nted managing 

director of KHD (SEAT 
BRITAIN, UK subsidiary of 
ffiochner-Hnmbolrtt-Detttz 
Group, Cologne. He joins from 
Pe rkins vtoere he was in 
charge erf subsidiary Gardner 
Engines. Mr John Edwards 

has been appointed genual 
twflnap r of the division 

Deutx Motor. He was in the 
product marketing department 
in Cologne. 

■ ROBSON RHODES has 
appointed MT David CunUffe 
as senior manager of its 
national tax investigation unit. 
He Joins from Peat Marwick 
McLintock where he was 
involved in enquiry branch 
and local tax district 
investigations. He previously 
spent 16 years with the Inland 
Revenue. The firm has 
appointed Mr Phiflippe 

n irmgrflwM ffnartHal 

management and strategy 
consultant in Cambridge, He 

joins from KPMG Fidudalre 

de France, Paris. 




TRY GROUP has appointed Hr 
Alastair A. Duncan (above) to 
the hoard, and as man a gin g 
director of Try Property. 


Mr George Sewell (above) has 
bean appointed managing 
director of QUAKER OATS 
UK, succeeding Mr Bob 
Thomason, who becomes 
chairman with added 
responsibilities in Europe. 

■ Mr Peter Whitaker has been 
anprrf n tad wawral manag er 

rfKGAJRD^ffiANDSONS, 
Maxudhester, diesel engine 
manufacturer and part of the 
Peddns group, a Varity 
Corporation company . He was 
gales and marketing direc to r 
of Perkins Pet er borough 

Rn gliWft- 

■ Mr Gainer Roberts has been 
ap pointed to the board of 
HAW KER S IDDELEY POWER 
RN GTNRlriHN G aa copaBSrtial 
director and company 
secretaxy. He was commercial 
manager (rf Hawker Siddeley 

tot nn w t | m ig 1 and ban hem 

with the group since 1974. 

■ MORTGAGE SYSTEMS, a 
subsidiary of British & 
G o mmoa weaMi Holdings, has 

appointed Sir John West as 

ftearicft director. He was 
financial director at United 
Pfltr b Hnldbig g jg HoHnnri, 
and succeeds Mr Ian Carr who 

has taken another post in the 

B&C group. 

STOY HAYWARD has 
appointed Mr Roger Roberts 
(pictured) as director of 
marketing. He was senior 
marketing manager in the 
national office 
of Ernst & 

Young. A 
Canadian, he 
came to Britain 

over ten years 

ago working in 
the London 
office of the 

National FUm_ 

Board of Canada. He joined 
Arthur Young in 1985. 



BA acts to strengthen 
marketing operations 

By David Churchill, Leisure Industries Correspondent 


BRITISH AIRWAYS . is 
reorganising its senior manage- 
ment st r u ct ur e to strengthen 
its marketing in Britain and 
the US. 

The move foUbws toe resig- 
nation earlier this month of Mr 
Peter Owen, BA’s operations 
director, and the merging of 
flight operations and airline 
marfcpting under the' dire ctor- 
«hip of Mr Uam Strong; previ- 
ous marketing director. 

In addition, BA is poised to 
sell its 50 per cent share in 
Redwing Holidays,, the third 
largest tour operator, because 
of the slump in short-haul 
package holiday sales this 
year. Owners Abroad, the tour 
operator and aidin&fieat brok- 
ing group, is understood to be 
negotiating to buy the stake. 

BA has set up a central mar- 
keting department to cover all 
the non-flight aspects of tun- 


ning the airihifi, such as ticket 
sales, leisure activities, and 
advertising and brand develop- 
ment In charge of the deprtt- 
ment will be Mr Dan Brewin, 
formerly head of the distribu- 
tion de partm ent. 

Mr Mfta Bait, previously in 
charge of the wnwiigr brands 
marketing department, has 
been given a top marketing job 
in the US. 

41 BAA, the British airport 
group, said yesterday that the 
average delay fin: passengers at 
Heathrow airport in January 
was 20 minutes — four minutes 
less than the overage 'delay in 
January 1989. 

This figure did, however, 
include the 32 per cent of pas- 
sengers experiencing no delay 
at alL For those suffering 
actual delay, the average was 
34 minutes against 41 minutes 
in January 1988. 


INVITATION No. T-10/82 


TTxo Psoples Democratic Republic of Ethiopia has received a 
loan from the American Development Fond in various 
currencies towards the cost of Road Maintenance 
Equipment and spare parts and it is Intended that the 
proceeds of the loan wfll be applied to aligMo payments 
under the contracts for the supply of equipment and spare 
parts. 

The Ethiopian Transport Construction Authority now 
invites sealed bids from eUgiM* bidders for the supply Q f 
Road Maintenance equipment and spare parts. Only 
Suppliers from member countries of the African 
Development Bank and African Development Fund state 
participants are eligible to bid. All Goods and ancillary 
services must have their origin from member countries of 
ADB and ADF State participants. 

Interested eligible bidders may obtain further information 
from one set of bidding documents to be collected during 
office hours from the Procurement Office Room No. 106 
upon payment of non-refimdable Birr 50.00 per set. Each 
request for documents shall be accompanied by the O fficial 
name add re ss of the bidder. 

The clearing date for submission of bids shall be 104)0 boon 
local time on May 9, 1990 at which time the opening wffl 
tako place in the Conference Room 4th floor of the 
Ethiopian Transport Construction Authority Headquarters 
Building 

The Ethiopian Transport Construction Authority reserves 
the right to rqfoct any or all bids that are not in conformity 
with all conditions and specifica ti ons mentioned in the 
tender. 

ETHIOPIAN TRANSPORT CONSTRUCTION ADTHOXITT 
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Thosewprdswere^ 

Roosevelt todescribeUSforeignpblic^ 

But they could easily be used In 1990 to 
describetheBMW750i. forthe sheer majesty 
of the car belies its might. 

Beneath the bonnet sits a perfectly 
balanced V12. A5 litre engine thatsweeps the 
car from 0 to 60 mph in precisely 7 seconds. 
And develops 300 bhp. 

Super power, indeed: 

The walls of the cylinders are machined 
from lightweight aluminium, to an accuracy 
of 1.5 microns. (To put that into perspective, 
a human hair is 50 microns thick.) 

The result is the most harmonious engine 
found in any luxury saloon. 

Policing its performance, there are two 
Motronic engine management systems. 

Theirsensors, like so many nerve endings, 
continually monitorthe engined performance. 
Retuning it up to 600 times a second, to 
ensure peak efficiency at all times. 

Such an unconventional engine seemed 
no place for a conventional throttle cable. 

Instead, BMWhave installed an electronic 
accelerator. A device that speeds the drivers 
commands from pedal to power plant by 
voltage rather than linkage. 

The automatic gearbox also integrates 
engineering with electronics. 


BMWSengineers haYe.develppeda.four 
speed transmission that- talks td’ the engine ‘ * 
management system each time, it shifts gear 

Changes are so smooth, you may need to 
glance at the rev counter to detect them. 

To transfer the power to the road equally 
smoothly the 750i is equipped with ASC. 
BMW’s Automatic Stability Control. 

It ensures you have traction at all times, 
by adjusting the engine output if it detects the 
merest difference in speed between the front 
and rear wheels. 

This concern for your well-being con- 
tinues inside the car. The sports seats are 
made of the finest Nappa leather and can be 
adjusted electronically. 

While to ensure that good relations . 
between driver and passengers prevail, 
separate air conditioning is provided. 

What's more, the electronic power 
steering is road speed related, so it proves 
equally responsive whether cruising down the 
motorway or easing into a parking place. 

The final words on the subject belong to 
‘What Car?’ “BMWfs new 750i comes tanta- 
lisingly close to Motoring perfection" 

A remark that was elicited 
without recourse to any big stick. 

THE ULTIMATE DRIVING MACHINE 







Group of Northern Ireland’s teenagers learn a lesson in tolerance 


A GROUP of teenagers 
are having a history 
lesson is Hazelwood 
College, north Belfast - an 
area rent by sectarian violence 
in- the past 20 years. 

The lesson is about the trou- 
bles the emergence of the Civil 
Rights movement in 1968 in 
response to tiie deepening dis- 
crimination against Catholics, 
the Protestant reaction and toe 
ensuing violence which led to 
the intervention of the B ritish 
Army. 

Hazelwood's headmaster is a 
Methodist The history teacher, 
Ms Eileen Lenehan, is a Catho- 
lic. The pupils are 55 per cent 
Catholic and 45 per cent Prot- 
estant Among the teenagers, 
there are some who play In the 
bands of toe Orange Order and 
others who go to mass on Suit- 
days. 

Ms Lenehan begins her les- 
son by distributing quotes 
from Protestant and Catholic 
p olitirians before encouraging 
her pupils to participate in a 
lively debate cm why the peo- 
ple of Northern Ireland acted 
as they did in the late 1960s. 

Not so many years ago, toe 
idea of Protestant and Catholic 
schoolchildren, sitting side by 
side, sharing their views on a 
subject as traditionally parti- 
san as the troubles would have 
been dismissed in Northern 
Breland as an irresponsible 
idiosyncrasy. In 1969, in north 
Belfast, Protestant and Catho- 
lic children were on opposite 
sides of the barricades. 

Today, however, Hazelwood 


Jimmy Bums on 
how Ulster's 
growing number of 
integrated schools 
have become part 
of a package of 
government reforms 
aimed at reconciling 
the Catholic 
and Protestant 
communities 


College is one of a growing 
number of integrated schools 
which are being promoted by 
the Government as part of a 
bold strategy for improving 
community relations. 

Part of this strategy is the 
gradual introduction, through- 
out Northern Ireland's educa- 
tional sy s tem, of a curriculum 
aimed at encouraging recondlt 
atlon between the Catholic and 
Protestant cammnnfttes. 

An emphasis on integrate d 
schools and a new curriculum 
forms part of a package of 
reforms contained in the Gov- 
ernment’s Education Order 
(Northern Ireland). 

The new curriculum focuses 
on subjects such as history, 
religion and literature, which 
in the past have tended to rein- 
force sectarian prejudices from 
an early age. 



Play time: pupils at Hazelwood College, an In tegrated Belfast school, free of stereotyping 


The Government's draft edu- 
cation programme is called 
Education for Mutual Under- 
standing. One of its objectives 
is that, by the age of 16, 
“pupils should develop a know- 
ledge and understanding of 
co nflict in a variety of contexts 
and of approaches to its resolu- 
tion by non-violent means." 

The author of toe draft, Mr 
Jonathan Barden, is a lecturer 
in history at Belfast's College 
of Business Studies. He said 


the new curriculum was an 
attempt to force both sides to 
look at each other's traditions 
and to see that “each has value 
and e gji hay validity.” 

Mr Tom Rowley, principal of 
Hazelwood College, said the 
school's hidden curriculum 
was to develop “an ethos based 
on altruism, justice, democ- 
racy, openness and uncondi- 
tional acceptance.” He added: 
“We believe it Is toe function 
of toe school to lead society. 


not simply reflect it We, there- 
fore, felt it necessary to delib- 
erately construct a mini-soci- 
ety based on the values, 
attitudes and morality of a 
society that does not exist in 
Northern Ireland.” 

Critics of in tegrate d schools 
say that they are only work- 
able in midd le-class areas 
where parents whose children 
have been unable to qualify for 
grammar schools (the selective 
11 -plus examination is stHl 


widely used in Northern. 
Ireland) choose a socially- 
acceptable eaperiment instead. 

Hazelwood was opened in a 
waking-class area which suf- 
fers from a high rate of unem- 
ployment. It is flanked by 
Catholic estates on one side 
and Protestant estates on the 
other, like a crack in toe mid- 
dle of a sectarian jigsaw. 
Within the area, there have 
been more than 20 political 
menders in the last two years. 

Attempts by Hazelwood to 
tackle objectively toe contro- 
versial topics in Irish history, 
such as the Plantation of 
Ulster and the 1641 RebeDimi, 
to investigate the writings of 
Catholic pla yw ri gh ts, such as 
Sean O’Casey, with Pro te stan t 
students and to . develop a reli- 
gious studies programme of 
common Christianity, moral 
education and comparative 
refigkm, have not been trou- 
Ke-free. 

Since the school’s official 
opening in 1986, pupils at 
Hazelwood have, on occasion, 
been attacked by children from 
Catholic and. Protestant 
schools have been 

threatened and their cars van- 
dalised. Mr Rowley said: “We 
have experienced hostility, Res 
and - frmntwirin from representa- 
tives of toe existing system.” 

Br Brian M a w hi rmey, North- 
ern Ireland’s Education Minis- 
ter, believes that by developing 
an enlightened generation, the 
new education programme 
could feritttate, in toe tn^yim 
to long term, the kind of con- 



sensus winch older politicians 
appear incapable of reaching.’ 

However, his education pro- 
gramme is facing hostility 
from both sides of . Northern 
Xrelaxi&’s historic religious 
divide. Until now, the majority 
of Protestant children have 
attended controlled (state) 
schools while their Catholic 
counterparts have attended 

wialntanrmd (church) Schools. 

Now the fear is that the Gov- 
ernment’s derision to give inte- 
grated schools public money 
for all running and capital 
costs will put Catholic and 
Protestant schools at a finan- 
cial disadvantage and under- 
mine, what is perceived as a 
genuinely religious education. 

While the issue of integrated 
uchonjip remains cont rov er s ial, 
there appears to be a -wider 
acceptance of toe Govern- 
ment's curriculum proposals in 
so for as they seek to instil a 
broader definition of historical 
truth and Irish culture. 

Mr Eamon Johnston, vice 
princip al of St Louise’s, a Cath- 
olic girls' «chnni off* the Falls 
Road in the middle of Catholic 
west Belfast, believes that 
Northern Ireland’s education 
system should continue to 
offear choice. 

Ha said: “What you need is 
for people to accept that they 
are different rather than to be 
forced together. This is how a 
consensus is built.” His school 
counts among its pupils toe 
children of Catholics who have 
been Imprisoned or shot. 

Mr Johnston said that Prot- 


estants could be bused into 
west Belfast but thinks such 
an option is politically and 
socially unrealistic. 

He also does not share Mr 
Rowley's fa ith that the prob- 
lems of Northern Ireland can 
be solved through education 
alone. "Protestant and Catholic 
children get on pretty well 
when they meet," he said, “but 
when they go. back to their 
communities, the same stereo- 
types re-emerge . . . Religion 
fraft been an aggravating prob- 
lem in Northern Ireland rather 
than a fundamental problem. 
The struggle is for jobs.” 

The o fft ri”! emphasis at St 
Louise's is on keeping a sense 
. of normality in the iwwme of a 
violent environment - last 
month three Catholics were 
shot dead by tbe security 
forces just around the comer 
from the school entrance - 
and maintaining high-ieduca- 
tiqpfli standards so that pupils 
are given a better opportunity 
to enter toe labour market. 

The school also indepen- 
dently pursues its own educa- 
tion for mutual understanding 
by organising visits to Protes- 
tant schools and joint holidays. 
Its own curriculum is both 
broader and more flexible than 
the religiously-biased educa- 
tion offered by more tradi- 
tional Catholic schools. 

“Given the background of 
toe children we have here,” Mr 
Johnston said, “we try and 
bend over backwards to see the 
print of view of the [Protes- 
tant] settlers.” 



Brooke says there maybe 
pause in Anglo-Irish talks 

-By Philip Stephens, Political Editor 

MR PETER BROOKE, the 
Northern Ireland. Secretary; 
indicated yesterday that a 
pause in the Government’s 
meetings wtto the .Republic of 
Ireland might provide the 
background for renewed talks 
between local politicians in : . 

Nort h ern Ireland. 

Speaking ahead of a meeting 
today with unionist leaders, Mr 
Brooke said that the unionists’ ; 
demand for a suspension of 
regular contacts with Dublin 
under toe 1985 Anglo-Irish 
agreement remained an obsta- 
cle to talks between Protestant 
■ and Catholic political leaders 
in the province. ' 

Interviewed on BBC televi- p ^- hop*»ftil dgiw 

sion’s Oir the Rerord pro- make agreement posable 
gramme, he said that there . 

could be a “gap” in those con- chance that they would reach 
tacts, if that would pave the agreement, 
wav for both sides in Northern - Mr Brooke said he was relnc- 
Ireland to negotiate a new tant to use the phrase “power- 
political settlement. sharing” to define toe ultimate 

.f.-.Mr John Hume, the leader of goal of such talks but agreed 

the mainly Catholic SDLP said that its provided a useful 
on the same programme that shorthand for a devolved 
his supporters would not administration which would 
accept a formal suspension of distribute authority between 
the Anglo-Irish accord - as toe two communities, 
demanded by the unionists as Both toe unionists and the 
a precondition for talks. SDLP had shown the will to 

The Northern Ireland Secre- break the present deadlock In 
tary appeared to signal that a his contacts so far, he said, but 
lengthy gap between meetings he stressed that hopeful signs 
- as occurred between May stDl made a durable agreement 
and September last year - a possibility rather than a 
might provide toe basis of a probability, 
compromise- His mating today with Mr 

He insisted, however, that he James Molyneaux, leader of 
would not be prepared to con- the offic ial unionists and t he 
vene a meeting of the constitu- Rev lan Paisley, leader of the 
tional .parties in the province • Democratic Unionists, is expeo- 
unless there was “a siguifl- ted to be followed by further 
cantly better than evens" contacts with Catholic leaders. 



“Did anyone get it?” 

When you cant afford to miss a single word, anytime, 
anywhere, trust the quality of a portable cficta&ig 
machine from Dictaphone the fust name in dictation. 

The last word every time. 

For more information on the new Dictaphone 
portable dictating machine, Desktop or Digital Dictating 

Systems, please dial 100 * 

and ask for FREEPHONE ^ 

DICTAPHONE or post the ( OfCTAPHONE DfO* 
coupon below . 

Dictaphone .. ■ 

. A PBney Bowes Company ■ 
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Trade fairs and exhibitions: UK 


February 20-22 

London Food Exhibition (01-486 
1351) 

Wembley Centre 
February 20-22 

Business Communications 
Exhibition ‘ - NATIONAL 
CONNECT (0632 650505) 

G-Mex Centre, Manchester 

February 25-27 

Menswear Fair - MABNOKTH 
(01-437 8794) 

Harrogate 

February 28-Marchl 
Northern Wine and Spirit 
Trade Fair (01-637 2400) 

G-Mex Centre, MawfiMtff ' 

March 4-6 

International Automot i ve Parts 
& Accessories Trade Show - 
ABTOPAETAC (01-302 8585) 


Olympia 

March 4-7 

Skiing Exhibition - SKI GB 
(0228 41272) 

NEC, Bi rTwfagliRTiB 

March 6-8 

International Cosmetics Exhi- 
bition (0793 26899) 

NEC, Bi rmingham 

Mnrpli 10- April 1 

Dally Mail Idea! Home Exhart- 
tion (01-2229341) 

Earis Court 

March 1M3 

British Footwear Fair (0799 
26689) 

NEC, Birmingham 

March 20-22 

Semiconductor International 
Exhibition (01-948 9900) 

NEC, Birmingham 


Overseas exhibitions 

Current ' - 

International Confectionery, 
Chocolate, Biscuit and Pastry 
Exhibition INTERSUC 
(01-225 5566) (until February 21) 
Faria 


February 22-26 ' 

International Sports Equip- 
ment & Fashion Trade Fair - 
ISFO SPRING (01-940 4625) 

Munich 

March 68 

SEMICON/Europa Interna- 
tional Electronics Show - 
SEMI (01*893 8807) ; - 

- -t .-„••• r .r. Zurich.; 

March 10-18 

International Boat Show — 
HISWA (01-495 7977) 

Amsterdam 


- March 11-17 

International Spring Fair (0375 

■SQgggg) 

. Leipzig 

March. 17-20 

International Jewellery Show 
(01-828 1661) 

Hang Kong 

March 18-21 

Arab Gas & Oil Exhbition 
(0927761988) 

Dubai 

March 23-28 

I^ l w p u riiniwl RV awrhkp Rrfcflii . 

tion (01-727 1929) 

- ' ->i v •. •: : • r. ■ , Paris 

April 7-12 ' 

International Consumer Goods 
Fair (01-6% 7285) * 

Brno 


FINANCIAL TIMES CONFERENCES 

THE EUROPEAN WATER INDUSTRY 
26 & 27 March 1990 - Loudon 

The European water industry is set for a decade of controversy 
and change as the environmental lobby and the European 
Commission, seek to tighten standards and improve quality. This 
conference” will provide an important o pp ort u nity to examine the 
crucial decisions and challenges facing the indnstry in Europe, 
the environment issues, involved in water supply and in 
improving pollution, control- Speakers include: The. Rt Hool 
C hristopher Fatten MP, Secretary of State for the Environment; 
Martin Graner, Parliamentary State Secretary, Federal Ministry 
for the Envir on ment. Nature Conservation & Nuclear Reactor 
Safety, The Rt Hon The Lord CtickhoweO, Chairman of the 
National Rivers Authority, Christine Morin-Postd, Senior Vice 
President of Corporate Development and International 
Operations, Lyonnaise des Eanx, Roy Watts CBB, Chairman of 
Thames Water pto and Michael Swallow, Director of the Water 
Companies' Association. - 

VENTURE FORUM EUROPE *90 
4, 5 A 6. April 19W> Paris . - 

The rapid changes in the economic c&mate. of Europe and. the 
advent of the Single European Market are initiating widespread 
corporate rethin king and restructuring. The objective of Vesture 
"Forum Europe *90 is to explore the implications of these changes 
And to astern the opportunities for the venture capital industry. 

Some of thb lcey banes to be. addressed during the two days 
include crosS-bo td®r networking, returns on venture capital 
investments, the role of the venture capitalist on the company 
board, corporate venturing, sourcing deals , exit strategies and 
future venturing, opportunities. 


FINANCE, INVESTMENT AND TRADE WITH THE 
SOVIET UNION. 

30 & 31 May 1996 -'Moscow / 

The. Financial Times, the Royal Institute for International 
Affairs gad lMEMO, the -Institute of World Economy, and 
International Relations of the Academy of Sciences, hive joined 
' forces to arrange their first international business conference in 
Moscow at the mid of May. 

■The. drastic political and economic changes affecting the Soviet 
Union open *igni ficant opportumties to Western -business as a 
more wwn-fcgj based economy develops. This important ami 
topical conference will provide a 'rare opportunity to listen to, 
debate and meet.lradtng- figures fr o m the Government, Party, 
industry r p 4 finance mid the agenda gives equal stress, to 
politics, ecmmmies, trade and finance. 

Dr Aleksandr -Yakovlev, Senior Member of the Politburo, is to 
be the principal speaker from the USSR and the list of 
distinguished Soviet contributors includes: Dr Leonid Abflllrin, 
Deputy Prime Minister Chairman, State Commission for 
Economic Reform; Viktor . Gerashchenko, . Chairman of the 
USSR State Bank; Dr Oleg Bogomolov, Director, Institute of 
the Economics of the World Socialist System; Academician 
Vladimir Ticbonov, Chairman, All-Union League of 
Co-operatives . and Vladimir Arntunian, Chairman and 
Managing Director, SojuzneficocporrfSNE). They witt be joined 
by wnirirti* ] «iitieai t financial and industrial figures from OECD 
countries. • 

; . - AH enquiries should be addressed to: 

Financial Times Conference Organisation 
.126 Jermyn Street , London SW1Y 4VJ 
Teb 01-925 2323 {24-hour answering service) : 

Telex: 27347 FT CONF G Fax:01-9252125 
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Business and management conferences 


February 19 

Technology Foruni; Risk 
assessment techniques und fire 
safety (01-519 4105) 

London Tara Hotel 
February 20 

Information for Energy Group: 
Oil price’ information (01-636 
1004) 

Institute of Petroleum, Lon- 
don 

February 22 

PCTS: ESOPs, share schemes, 
and performance related pay 
for executives and employees 
(01-284 0470) 

Cafe Roytil, London 

Febernary 22 

Tolley: Intorpntiraifll tar plan- 
ning conference (01-680 5682) 
Press Centre 

February 22-23 

Acquisitions Monthly and 
Bankers Trust Company: 
Acquiring ln Europe (01-823 
8740) 

London Marriott Hotel 

February 28-March 1 
Finanacial Times Conference: 
Cable television and satellite 
broadcasting (01-925 2323) 
Hotel Inker-Continental, 

- TunJwi 

March 1 

The Conference Board: Anti- 
trust issues in today's economy 
(NY 212-759 0900) 

Grand Hyatt, New York 

March 2 * 

Quorum Training: Cost man- 
agement - an activity 
accounting approach (01-388 
2044) 

London 


March 5 

Financial Times Conferences: 
Hie London Motor Conference- 
Manufacturing, Components 
and the Aftermarket (01-925 
2125) 

. Royal Lancaster Hotel, Lon- 
don 

Mar ch 6 

CBI Conferences: The Compa- 
nies Act 1989 - The impact on 
British business (01-379 7400) 
Centre Point, London 

March 7 

Hawksmere: Negotiating com- 
mercial agreements to «w«pty 
with EC law (01-824 8257) 

The London fflWws 

March 12-13 

CIPFA/Peat Marwick Mclin- 
toefc The new culture-meeting 
the strategic challenge (01895 
8823) 

1 he Belfry Hotel, Near Sut- 
ton Coldfield 

March 13-14 

Financial Times Conferences: 
Competition, Mergers, Acquisi- 
tions and Alliances in Europe 
(01-925 2823) 

Hotel Intercontinental, Lon- 
don 

March 14 

Institute of Directors: Dealing 
with skills shortages (01839 
1233) 

116 Pan Man, London 

March 20 

The Henley Centre: Annual 
review of social developments 
and forecasts (01-353 9961) 
Cavendish Conference Cen- 
tre 



PARLIAMENTARY 


Today 

Commons: SNP debate on 
ambulance dispute. Motion on 
data pro tec tio n (regulation of 
firmwriai services) amendment 
order. Opposed private busi- 
ness from 7 pm. 

Lords: Capital Allowances 
(Consolidation) Bill, report. 
Hanning (listed buildings and 
conservation areas) Bill, sec- 
ond reading. Food Safety BiH, 
third reading. 

Debate on EC Committee 
Report on Social Charter. 
Trade Union Act 1984 (amend- 
ment) mil, thir d reading. Civil 
Aviation Authority (borrowing 
powers) Bill, second re adin g. 

Motion on the HUI Livestock 
(compensatory allowances) reg- 
ulations. Question to Govern- 
ment on Transport for the Dis- 
abled. 

Select Committee: public 
accounts: subject, the Royal 
Mint Witness: Mr A. Gar- 
rett(Room 16, 4^0pm). 

Tomorrow 

Commons: Opposition debates 
on privatisation and electricity 
.prices and Royal Shakespeare 
Company. 

Motion an the clergy (ordi- 
natou) measure. 

Lords: Courts and Legal Ser- 
vices Bill, report. Motions for 
approval on the Licensing (N. 
Ireland) order, the Horticul- 
tural Development Council 
order and the Data Protection 
(regulation of financial ser- 
vices) order. 

Committees on private bills: 
Cardiff Bay barrage (Room 5, 
1030am); and the Kings Cross, 
railways (Grand committee 
room, Westminster Hall, 10.30 
am). 

Wednesday 

Caramons: Debate on proce- 
dure motions. Government 
Trading Bill, remaining stages. 
Debate on Enterprise and New- 
towns (Scotland) B11L Ways 
and Means Resolution on the 
Social Security BEL 
Lords; Debate on manufactur- 
ing industry. Abortion (amend- 
ment) Bill, committee. 

Select committees: Defence: 
subject. Trident programme. 
Atomic Weapons Establish- 
ment. Witnesses: representa- 
tives of A WB, trade unions and 
MOD. (Room 15, 10.30am). 

Foreign affairs: subject. Pub- 
lic Expenditure White Paper, 


Foreign Office and Overseas 
Development Agency. Wit- 
nesses: Foreign and Common- 
wealth Office officials (Room 6, 

10.30am). 

Welsh affairs: subject, supply 
of starter homes. Witness: 
Housing for Wales. (Room 8, 
1030am). 

Parliamentary Conunlwrionar 
for Administration: subject. 
report of Health Service Com- 
missioner. Witnesses: Dept of 
Health and Scottish Home and 
Health Dept officials (Room 19, 
10.45 am). 

Energy: subject, cost of 
nuclear power. Witnesses: 
Energy Dept officials (Room 16, 
ILSOam). 

Education and Science: sub- 
ject, prison education. Wit- 
nesses: Home Office officials 
(Room 28, 4pm). 

Social services: subject. Com- 
munity care. Witnesses: Age 
Concern, British Assn of Social 
Workers. (Room 2L 4.15pm). 

Employment: subject, tour- 
ism. Witness: Assn of Leading 
Visitor Attractions (Room 20, 
4.15pm). 

Home Affairs: subject. 
Crown Prosecution Service. 
Witnesses: Law Society; Crimi- 
nal Bar Assn. (Room 15, 
4.15pm). 

Public accounts: subject, low 
flying. Witness: Sir Michael 
Quinlan, MoD (Room 8, 4.15 
pm). 

Transport: subject, aircraft 
cabin safety. Witnesses: British 
Aerospace commercial aviation 
(Room 17, 4J5 pm). 

• Committees on private hfijs 
Cardiff Bay barrage (Room 5, 
1030am); Kings Cross Railways 
(Grand Committee Room, 
Westminster Hall, 1080am). 


Thursday 

Commons: Debate on East- 
West relations. 

Lords: Courts and Legal Ser- 
vices Bill, report Chlorofluoro- 
carbous (control) Bill commit- 
tee. 

Committees on private bills: 
Cardiff Bay barrage (Boom 5, 
10.30am); Kings Cross railways 
(Grand Committee Room, 
Westminster HalD 10.30am). 


Friday 

Commons: Private Members 1 
Bins. 


CONSTRUCTION CONTRACTS 

£40m Chatham project 




Hall & Tawse 

Croup Limited 
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Construction work is starting on Co lonial Mutual Group’s £40m Chatham headquarters with the 
appointment of COSTAIN CONSTRUCTION fix' Stage L Project Management international is 
responsible for the 20,000 sq metre t hree - s torey development, the first purpose-built p r oj ect on 
English Estates* 360 acre site in the Chatham Maritime Enterprise Zone. Completion of the 100 week 
contract is scheduled for December 199L The design reflects the classic naval architecture of many 
Chatham bufidings. The main bonding w in have a reinforced concrete frame and elevations faced 
with handmade day bricks and reconstituted stone features. Plain pitched roofs will be slate 
covered, while internal courtyards will have pitched roofs. Outside the building wifi, be 

landscaped and provide 840 car parking spaces. 

£31 .8m Leicestershire by-pass scheme 


Two road projects in the East 
Midlands are jn ciodfu i m pro- 
jects worth about £60m 
awa rded to TARMAC CON- 
STRUCTION- The largest, at 
Km, ^ for building the AS 
Quom-Mountsorrel by-pass in 
Leicestershire. 

The works involve the con- 
struction of nearly five mites of 
two-lane dual carriageway road 
and four bridg es from north of 
Quora village to south of Roth- 
ley. The project, for the Depart- 
ment cd Transport, starts soon 
and will take about two years 
to complete. 

On the Ml the company has 
a £168m contract, also from the 


Department, to build a Junc- 
tion south of junction 24 near 
Nottingham. The junction, 
23A, will complete the A42-M-S 
route between the Ml and M5 
near Bromsgrove. 

Work starts soon, for com- 
pletion in about 18 months, 
and indudes two bridges span- 
ning the Ml. slip roads, light- 
ing, sign and in gnal gantries, 

and widening the Ml to four 
lanes in both directions 
between junctions 23A and 24. 

In Hertfordshire the com- 
pany has an £8m contract for 
extensions to Elstree Moat 
Bouse Hotel, for Queens Moat 
Houses. This involves buBding 


80 bedrooms, with associated 
conference facilities, swim- 
ming pool, sauna, dining room 
and kitchen. Work starts 
shortly for completion in about 
16 months. 

In Scotland the company has 
a £300,000 contract from Lad- 
broke Hotels -for groundworks 
and piling on the site of the 
Glasgow Hilton Hotel in 
Bishop Street. 

The contract housing divi- 
sion has work on local author- 
ity homes at Provanhall, Glas- 
gow, valued at £993,000, and 
two contracts, worth £895,000 
and £359,000 respectively, 
homes at Welwyn Garden City. 


New taxiway for Stansted Airport 


Contracts totalling over £30m 
have been awarded to BAL- 
FOUR BEATTY CONSTRUC- 
TION. British Airport Services 
has placed a £9m contract for 
the construction of a taxiway 
at Stansted Airport The work 
involves a pavement miming 
parallel to the existing runway. 


The pavement will comprise a 
400mm pavement quality con- 
crete an top of a 300mm granu- 
lar sub-base matixiaL 
■ hi Joint venture with Sole- 
famrfiR, stent Foundations, a 
wholly-owned subsidiary of 
Balfour Beatty Ltd, has 
secured contracts worth 


£10.2Sm for the construction of 
diaphragm walls at the Lime- 
house link road project in Lon- 
don’s Docklands and grouting 
work for Transmanche Link at 
the Channel Tunnel. Other 
contracts include work on a 
water treatment plant at Wor- 
sthome. 


Hong Kong 

offices 

plan 

GAMMON CONSTRUCTION, 
the Hong Kong based company 
owned Jointly by Trafalgar 
House and Jardine Matheson, 
has won contracts valued at 

over HKESOOm (approximately 
£61m). 

Under a HK$512m (£3&7m) 
contract for Hongkong Land, 

finmmrm will COUStTUCt & 34- 

storey reinforced concrete 
office tower and a podium of 
three storeys over a basement, 
already completed under an 
earlier contract. Also included 
in the contract at 9 Queen’s 
Road in Hong Kong is a north- 
ers podium. When completed 
the development will offer 
SOOJOQQ sq ft of office accommo- 
dation. 

Under a separate contract on 
the same development. Gam- 
mon will complete the sub- 
structure work to the base- 
ment of the northern podium. 

Working on a joint venture 
with Franks under a HK$400m 
(£S0-2m) non -integrated con- 
tract, Gammon is undertaking 
piling work on the Ap Lei 
Chau development. Work 
includes land and. marine 
bored piling through rockflll 
reclamation and construction 
of reinforced concrete <tegfciwg 
over piles. 

Smaller contracts totalling 
HK$98m (£7.4m) include a 
UKfrtfim (£3-39m)tarm contract 
for civil works for the HK Tele- 
phone Company, a construc- 
tion and fitting out contract for 
Stage n work on the new Leg- 
islative Council Chamber and 
services and supplies work on 
the Beijing International Con- 
vention Centre. 

* -k it 

ROADWORKS, the civil 
engineering division of Jack- 
son Group, has received a 
£7-5m order from the Depart- 
ment of Transport to construct 
the Castor and Atisworth 
by-pass near Peterborough. 
Work includes six kilometres 
ot dual carriageway and two 
road bridges. 


LEGAL COLUMN 


Lawyers fail to plead the full 
case for computers’ potential 


By Richard Susskbtd . 

LAWYERS invested heavily in 
information technology In the 
1980s, yet their exploitation of 
this resource was unimagin- 
ative and non-strategic. 

Computer use was confined 
largely to the automation of 
support functions and the 
mriw applications continue to 
be word-processing and 
accounting systems. Generally, 
however, most operational 
systems function at the periph- 
ery and not at the core of legal 
practice. Rarely do they help 
fee-earners in their daily activi- 
ties nor do they directly 
increase the productivity of 
lawyers. 

In the legal profession, infor- 
mation technology (IT) has yet 
to be exploited for what It is - 
a management tool and a set of 
techniques that nan facilitate 
cost-cutting, increase produc- 
tivity and quality and carry 
out tasks otherwise impractical 
or not viable. 

Knowledge and expertise are 
the most valuable resources of 
professional services firms but, 
as elsewhere, the knowledge of 
senior legal practitioners can 
rarely be made sufficiently 
available to less experienced 
lawyers. The potential of IT in 
this area is enormous. 

The relevant technologies 
are knowledge-based systems 
and expert systems. These are 
computer applications that 
contain knowledge and exper- 
tise, respectively, which can be 
applied in solving problems, 
nffpring advice undertak- 
ing a variety of other tasks. 

The idea is that these 
systems would apply their 
legally orientated knowledge in 
guiding users through complex 
legal issues; in identifying 
solutions to problems; in plan. 
ning tasks, compiling docu- 
ments and managing the flow 
(rt cases; and even in offering 
advice and making specific 
recommendations. 

For the lawyer, having this 
access to scarce, -valuable 
expertise at the touch of a but- 
ton could give rise to greater 
quality and productivity and 
quicker, more efficient service. 
In addition, it should give the 
user a competitive advantage 
over those not using the tech- 
nology. 

There are six main catego- 
ries of expert systems (for cur- 
rent purposes this term can be 
used interchangeably with 
knowledge-based systems) 
avaflahle to lawyers. 


First, there are diagnostic 
systems, which offer specific 
solutions to problems. For 
example, such a system might 
elicit the details of a case and 
pinpoint to what extent and 
why a person is liable to pay 
tax. 

Second, there are planning 
system s which are presented 
with a preferred s o luti on and 
asked to identity scenarios 
(factual and legal premises) 
which will achieve that out- 
come. For example, in recom- 
mending how the taxpayer 
could arrange his affairs so as 
to minimise his exposure to 
liability. 

Third, there are procedural 
tides which take users 
complex and extended 
— for managing the 
of a complex tax evasion 
rflgrt, for 

Fourth, there is the intent 
gent checkli s t or andit/revtew 
application that could, for 
example, review a company’s 
compliance with corporation 
tax. 

Fifth, there is the type of 
system that is linked to a legal 
database and enhances the 
database’s performance, per- 
haps in assisting ln the formu- 
lation of search requests. 

Finally, there is document 
modelling. This is an approach 
to computer-assisted drafting 
that is rapidly gaining popular- 
ity in North America. It is set 
to be the first application of 
expert systems to gain accep- 
tance among British lawyers. 

With a view to drafting a 
particular document, a docu- 
ment-modelling system asks 
the user to reply to a series of. 

Can legal expertise 
really be transferred 
to computer systems 
and then be made 
available to HSers? 


questions, to respond to 
prompts and to provide infor- 
mation. Stored within the sys- 
tem are templates of docu- 
ments set up by legal experts. 
These contain fixed portions of 
text together with precise and 
detailed instructions on the 
conditions under which given 
extracts should be used. On the 
strength of this expertise*, at 
the end of the consultation, the 
system will automatically gen- 


erate a customised and pol- 
ished document. 

But can legal expertise really 
be extracted from human 
experts, transferred into com- 
puter systems and then made 
available to less knowledgeable 
users? 

It would be an over-simpBJB- 
c&tion to say “yes.” It has 
already been done (see, for 
example, the Latent Damage 
System). For in that one cru- 
cial question, there are really 
five questions tucked away: 
relating to whether building 
expert systems is technically 
possible, jurisprudentially 
sound, commercially viable, 
organisationally suitable and 
strategically appropriate. 

Significantly, the success ot 
operational systems has meant 
that since 1987 the first two 
questions — relating to techni- 
cal and jurisprudential feasibil- 
ity - have been asked less fre- 
quently. 

The focus today Is on the 
third and fourth questions - 
relating to whether these 
systems can fit easily into 
or ganisations considering their 
introduction and, in addition, 
offer sufficient reward. 

The honest answer to 
both is that it is too early to 
say. However, experience from 
other jurisdictions and other 
professions suggests that 
cost-effective expert systems 
could indeed be built and intro- 
duced successfully to law 
firms. 

However, the legal profes- 
sion has largely ignored this 
technology, nwHfce the accoun- 
tancy giants. Admittedly, most 
lawyers acknowledge the 
hmnwiBg potential here — but 
not for their own firms, only 
for others. The standard 
excuse is that things are done 
in a different way in thedr own 
firms. 

This last claim, at once 
wrong-headed and myopic, 
«M*»pBn?fltos jn microcosm the 
poverty ot lawyers' uptake of 
FT. Ultimately, it will be the 
short-sightedness that will 
pose a threat greater than 
mere transient error. The real 
benefits from expert systems 
and from IT gercrally trill not 
be in systematising existing 
procedures but in providing 
new opportunities. 

Information technology is 
not just for speeding up the 
processes undertaken today; it 
facilitates the introduction of 
new functions, services, meth- 


ods and standards. The spirit 
should be one of innovation, 
whether it is to provide ser- 
vices that could not have been 
resourced in the past, to reduce 
costs by amounts previously 
not viable or to increase the 
quality ot work by an extent 
hitherto not possible. 

Herein lies the response to 
the question of whether IT 
systems are strategically 
sound. The great law firms of 
tomorrow are those that today 
are recognising the place for IT 
- and particularly knowledge- 
based systems - ln their stra- 
tegic plans. 

The first key to success in 
putting all thjg into practice is 

To reap the rewards 
from Innovation 
users most be 
educated in the 
posable benefits 


in securing commitment cf 
top management Technology 
must be taken by the scruff of 
the neck by the firm's manag- 
ing partner or equivalent 

Bearing in mind that IT is a 
management toed, management 
must control its deployment 
This can be tricky because 
inevitably - and ironically - 
the top manager’s general com- 
mitment to technology will be 
based more on gut feeling (or 
strategic viskm) than extensive 
familiarity with IT. 

Nevertheless, the function, 
cost, strategic relevance and 
organisational suitability of 
any particular system can and 
should be readily appreciated 
by top managers. 

The second success factor is 
user-involvement from the out- 
set. The appearance on the 
desktop of a 640k, 40 megabyte 
hard-disk 3S6 machine, is not a 
development that all. lawyers 
are likely to get excited about 

To reap the rewards from 
technological innovation users 
must be educated to under 
stand and accept the benefits 
that can accrue. More than 
this, users most want the 
systems. 

The author is special adviser 
on km and irtformatkm technol- 
ogy at Masons solicitors. Be is 
the author of Expert System « in 
the Law (OVP, 1987) and vice 
chairman of the Society for 
Computers and Law. 
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MANAGEMENT 


B ehind a typically bland 
American farad* , there is 
an underlying sense of anx- 
iety at the Boeing Corpora- 
tion these days. 

Sane of the old self-confidence 
seems to be ebbing away as the 
world’s largest manufacturer of 
commercial aircraft is on the brink 
of taking a $Sbn-$6bn gamble with 
the launch of a new wide-body 
twin-engine airliner, the Boeing 777. 
"Everybody knows the old phrase 
about betting the company finan- 
cially every time you start a new 
aircraft programme," drawls Dean 
Thornton, the president of Boeing's 
commercial aircraft division. 

But it is not just the size of the 
Wnnnnifli risk which Is worrying the 
company. As well as a myriad other 
internal problems, notably in its 
engineering and production, Boeing 
feces a huge market dilemma with 
the 777. 

It openly admits it is lagging 
behind both the European Airbus 
consortium and McDonnell Douglas, 
its main American rival, in the rap- 
idly growing market for large 
800-350 seat medium to long-range 
airliners. At best, if the new 777 is 
launched in the next few months, it 
will enter service in 1995 at the ear- 
liest, two years after the introduc- 
tion of the Airbus A330-A340 family 
and four years after the McDonnell 
Douglas MD11 trtjet 
The question haunting Boeing is 
whether there is room in the mar- 
ket at tins late stage for a new 
wide-body airliner. So far, it has 
failed to convince sane of its long- 
standing customers, among them 
British Airways, to help launch the 
new programme with big orders. 
Last month, eight major US and 
international airlines were locked 
in tense talks at Boeing's Seattle 
headquarters to try to finalise the 
configuration of the new aircraft 
Although widely expected to be 
(me of the airlines to "kick-off* the 
777, BA emphasises that it is still 
keeping all Its options open between 
the proposed 777, the MD11 and the 
Airbus A330/A340 for its f3£bn fleet 
renewal programme involving 
about 20 wide-body aircraft. 

Boeing is also toying with the 
idea of extending its current family 
of 747 jumbo jets with an even 
larger long-range jumbo: Thornton 
expects to see a bigger 747 "down- 
stream in the 21st century.” But 
aviation industry analysts are con- 
cerned as to whether Boeing can 
afford to invest in a 777 programme 
— with no guarantee of financial 
success - without potting at risk 
the future development of its 747 
family , which is likely to entail a 
$5bn investment. 

The advent of a new generation of 
high-thrust engines developed by 
the three big en glna makers (Gen- 
eral Electric, Pratt and Whitney in 
the US and Rolls-Royce in the UK) 
to power future "stretched deriva- 
tives" of the A330 or the MD11 have 
further complicated the Boeing 


Competition in the aircraft industry 

The clouds close in on Boeing 

Panl Betts and Roderick Oram examine the behind-the-scenes weaknesses and other problems plaguing the Seattle giant 


iBiamma. These bigger versions of 
the new Airbus and McDonnell 
Douglas airliners are likely to chal- 
lenge Boeing's traditional domi- 
nance of the jumbo market 

The question for Boeing is. 
whether it should go ahead with the 
777 or whether it should abandon to 
its «m«ii*r competitors the 350-seat 
medium. tO long-range nfrlinpr n j rhfl 
to concentrate all its energies In 
consolidating its position. 

It would not be the first time Boe- 
ing has abandoned an ambitions 
project After investing heavily in 
the 7J7 short to medium-range 
narrow-body airliner using energy- 
rffiHcnt onducted fan emdnes. the 
company abandoned the project 
because as off prices fell it felt there 
was no longer a viable market for ft. 

The outcome this time wffl be dic- 
tated by Boeing’s customers. "Well 
launch the 777 if the market oppor- 
tunity is there,” says Frank 
Shrontz, Boeing’s chairman. "We 
are some weeks away from taking a 
decision." 

This crucial decision has been 
marfg all the more difficult because 
the company has been shaken by a 
series of different problems which 
have led to a re-examination of the 
way ft does business. 

Although financially strong - 
Boeing reported a 58 per cent rise in 
1989 net profits to. $973m and its 
firm order backlog stands at a 
record $80bn - its defence-related 
activities, which account far about 
30 pear cent of the company's turn- 
over, face an increasingly uncertain 
future. These operations lost 9474m 
last year; with the reduction In 
defence spending, Shrontz says it is 
inevitable that this side of the busi- 
ness will thrlnlt 

"Our challenge is to downsize 
these activities appropriately to 
remain efficient and competitive. 
This is why we are putting a new 
organisation into place to centralise 
our defence and space activities," 

he Rvplrrinn. 

Ironically, however, the biggest 
problems have emerged in the 

bnmwtn g Bmwnwrrifll ai rcraft dfe of 
the business. Bluntly stated, Timing 
has failed its customers over the 
past few years. It delivered some 
aircraft late for the first time in two 
decades and others were marred by 
shoddy wor kmanship. 

British Airways, for example, 
cmnplariTMil last year of "bodged” 
rivets and other airlines found a 

minor wiring mlsfafcp had pffarted 
95 aircraft. US regulators have fined 
Boeing at least 14 times in tho past 
four years for breaking rules on 



quality and other issues. 

The problems ftom the 

company’s culture. Over 75 years, 
Boeing had come to believe zt had 
the ingenuity and resources to 

faohrla any fcagtr almost regardless Of 

its complexity. Since ft had 60 per 
cent of the world market for airlin- 
ers, it complacently believed that It 
could dictate the pace for introduc- 
ing new technology. 

"There hocn the temp t a tion 
to cruise on our past laurels. After 
all, we did have a successful for- 
mula and we did pot have signifi- 
cant competition from Airbus," 
remarks Arden Anderson, a senior 
Boeing executive. But like other 

loading US WMn n fa^my r B gr^nh a 8 
Caterpillar, the construction equip- 
ment maker, which pared them- 
selves to the bone to survive the 
high dollar and low orders of the 
early 1980s, Boeing found the old 
assumptions no longer worked 
when tire good times returned. 

The situation got out of hand on 
the new 747-400. Boeing originally 
meant the model to be a minor 
update of its 20-year-old and 
successful jumbo jet But it 


agreeing to each new idea some 
dozen airlines tossed at it to no 
time it found itself committed to 
producing virtually a new aircraft 
in two versions — passenger eM 
cargo — with three types of engine-, 
and loaded with new technology. 

Boeing lacked the discipline to 
ran a bait to the design chang es, ft 
e nded op, far example, by offering 
153 lavatory locations, some only an 
inch apart but each requirin g sepa- 
rate airworthiness certification. 
Given the complexity and ever- 
changing design, starting up pro- 
duction of t he 400 on the gTfo t i w g 
747 line was a nightmare. 

The problems were compounded 
by a huge influx of new workers 
(Boeing even had to borrow 600 
workers from Lockheed to help it 
cope with its production build-up) 
coupled with a big turnover of the 
company's senior managers. Over 
the past five years, half of the com- 
pany’s top 400 executives have been 
promoted from below to replace a 
bulge of people retiring. 

Some subcontractors fell b ehind 
schedule while Boeing was wres- - 
fling to break In a green workforce. 


a result of its traditional hiroand- 
fire way of hamtirng fts boom-asd- 
bust production cycles. At the 

height of the atriTI tiilrrtirm fn late 

1988, some 60 per cent of the work- 
ers on the 747-400 Hne had less than 
two years' experience. 

Boeing also had problems with 
the Introduction of new technology. 
The company has always adopted a 
conservative approach to new tech- 
nology, arguing, , in the words of 
Phil Cciadtt. the executiv e vice pres- 
ident of Boeing’s mmn»Mrini air- 
craft operations and head of the 
new 777 progr amm e, that *Tn our 
industry, technology innovation has 
not necessarily led to market suc- 
cess." 

But Boeing now concedes that 
Airbus has taken a faad in a num- 
ber of technological sectors in the 
airliner business, to turn, Airbus 
believes fts aggr es s ive approach to 
new technology has put consider- 
able pressure on Boeing. 

Shortly before last Wednesday’s 
crash of an Indian Airlines Airbus 
unleashed criticism that the Euro- 
pean consortium might have 
pushed high technology too far, an 


Airiras official in Toulouse said that 
Boeing "now faces a big psychology 
. cal problem. T6e air-fines .want the 
new technology, we have introduced 
but Boeing clearly does not want to 
he seen copying Airbus. Boring has 
held bade toe introduction of new 
technology until it bad milked 
totally the benefits of fts previous 
processes and products- But Airbus 
is how calling the tune and we’ve 
upset Boring's timing.”. . - 

Boring; also found some of the 
new technology troublesome - for 
example the introduction of TV dis- 
play: screens widely used. in : the 
cockpits of Airbus' aircraft. More 
- and mare aizimes have^been pross- 
imr.tt .to .'catch ud' Airbus's lead, in 
introducing electronic signalBng of 
flying controls in its A320 narrow- 
body atrimersand in its new A330/ 
A34Q programme instead of the 
mechanical systems prevalent on 
current Boeing aircraft. 

The workforce, supplier and 
organisational problems which hit 
the 747-400 spread to- other, airliner 
programmes as the -company 
increased production to meet boom- 
hag demand. Output will have riseri. 
to 85 aircraft a month by.the end of 
this year, almost triple the rate six 
years ago. !Th» world has never 
produced aircraft as fast as we’ve 
done,” says Jim Johnson, who 
heads the Renton plant where the 
' 737 and 757 alrliners are assrinbied. 

"We put . a phenomenal load on 
the system;” concedes Condit. 
“Frankly, both in manufacturing 
and engineering, we were stretched 
p r etty much' to the limit,” adds Ben 
Cosgrove, executive vice president 
at engineering. “We were the cobra 
swallowing the elephant." 

The system was strained and so 
were the workers. Boring farced 
most of them to work up to 50 to GO 
hours a week during 1988 and 1989 
on compulsory overtime. Emotions 
started to run high to Boeing 
piantu, and last autumn finally 

boiled over Into a 4Bday pay strike. 

But Boeing reacted s wiftl y. Dur- 
ing the past ulna months, it has 
worked hard to bring its production 
progranuneS back on track and 
address the quality issues of the 
past two years, ft bettsves these 
problems are now hriiiwfl it More- 
over, it is also starting to benefit 
from the far-reaching changes it 
began making four years ago to the 
company's corpor a te culture, man- 
agement and production practices. 

At that time, the company started 
to realise that Boeing's rid ways 
could never bring lower costa, 
higher productivity, speedier intro- 


duction of new technology, flexible 
designs and "first-time" quality 
demande d by the highly competi- 
tive world aircraft markri. Hand- 
crafting and tinkering with each 
aircraft until it was perfect was a 
luxury Boeing and its customers 
could no longer afford. . 

Instead, it hopes new design, 
manufacturing and testing systems 
will conquer all those shortcomings. 
Computers will handle design work 
and produce three-dimensional 
models, ft is trying to perfect-manu- 
facturing techniques so that parte 
fit first time and less skill is 
required on the assembly line. 

It is also weeding out s uperfl uous 
managem ent to contrast to 
fts rid semi-autocr ati c ways, it is 
seeking to coopt workers’ ideas and 
- under the slogan con- 

tinuous quality improvement” . By 
2992; it hopes production costa will 
be 20 per cent lower than hi 3987. 

- “Our challenge is to meet a signif- 
icant' build-up of production and 
orders white keeping quality, sched- 
ules and costa under control," says 
Shrontz. “The execution of our 
existing business Is a' key to our 
future success,” he emphasises, 
adding that new acquisitions or 
dj uy w i iP eBtifmB were not priorities 

at the moment. 

But be also acknowledges it will 
take time to introduce all the neces- 
sary changes inside the company. 
“We are a big bureaucracy with 
164,000 people and it wffl take a kit 
of water to change the direction of 
the steamship " he remarks. 

The777wul be “a single expres- 
sion of all the things we are trying 
to do," saysConritL Boeing is cur- 
rently working with about eight air- 
• hnes to get the most complete defl- 

■ nrtirm uosaffite of the new a i rcra ft 
and avoid tire pftfaQs of the 747-40O 
programme. It is - seeking to involve 
the three Japanese "heavies” (Mit- 
subishi Heavy Industries, Fuji 
Heavy Industries and Kawasaki 
Heavy Industries^ as risk-sharing 
partners m the 777 programme, ft is 
m earlier stages of. talks with Aeri- 
faifa, tire Italian state aerospace 
group. : 

Because of the huge 170ft 200ft 
wing-span of the new 777, the com- 
pany is considering wWwfag airHnrot 
a version erf the aircraft with folding 
wings to enable airlines to operate 
the 777 from airport gates which 
would otherwise be unable to 
accommodate thenew airliner. 

■ Thornton concedes' that Airbus's 
time bonus with its A830/A340 “Is a 
disadvantage; but it is not insur- 
mountable. Remember McDonnell 

■ Douglas had a keHhf^thhe 1 advate ' 
tage withthe DCS over the 737 and 
we have now sold more than 2,500 
of them,” he says, adding, with a 
trace of impatience: “Out of about 
25 «irHn«n- programmes thfa cen- 
tury, probably five made money and 
weVe got three of them.” 

A further article will report on 
haw Boeing is impr ov ing its design 
and production. 


CONTRACTS * TENDERS 



AZIENDA ENERGETICA MUNICIPALS Dl TORINO 

(Public Electrical Utatty) 

TURIN 

INVITATION TO TENDER 


An invitation to tender for a supply and sendee contract for the construction of a 
supplementary auxiliary heat-producing station in the South-Turin heating 
network. 


% 


1) organization calling for TENDERS: ‘‘Adontfa 

Enetgetica Munldpale" of Turin, head office at 48 Via 

Bwtota. CAP 10122. Turin. Italy. laL 0TI/S5491. 

2) AAMRD PROCEDURE: in accordance with law no. 
584 of 8/8/1977 and aubeequent amendments. 
Tenders to be evaluated In accordance with the prin- 
ciple laid down In art 24, para. 18 of law 584/77, that la, 
the moat advantageous tender determined on the 
basts of factors ol evaluation applied In conjunction 
in the following decreasing order of importance: 

3 prices; 

characteristics and efficiency of principal com- 
ponents of supply; 

values of gas effluent emissions and noise levels; 
compliance with AEM general spaeffleationa and 
special condMone Of requests for tenders. 

The preUmfnary estimate of a8 works to be performed 
has been ealeutatedatatatol of L.20.0Q0£0O000;lhe 
Until of increase above which tenders wfll be re- 
garded as unacceptable to a maximum of 20% ol this 
amount 

3 PLACE OF PERFORMANCE OF WORKS: a site with- 
in the district of the AEM steam power-station situat- 
ed in the Commune of MoncaUerl (prov. of Turin). 

4) DESCRIPTION OF WORKS construction ol a sup- 
plementary auxiliary host -producing station In the 
South -Turin heating network in accordance with 
AEM provisional plans and specifications, in broad 
outline as follows: 

a) 3 steam generators for supplementary auxStary 
heat-production, of thermal power 40 G/cal/n 

each, capable of combustion of methane as prim- 
ary tool and heavy fuel oi as auxiliary fuel: 
b) mechanical equipment lor the statio n , such as 
pumps, fuel and water tanks. Interconnecting 
pipes, heat-exchangers, fuN-ofl pleasure unit 
methane decompression chamber, 

^ equipment comprising electrical transformation 
and power system and control-room regulation 
and formation system: 

d) equipment comprising deminsra&cation system, 
capable Of meeting the needs both of the Monca- 
Heri station and the heal conveyance and distribu- 
tions networks; 

«1 dvtJ works to housa steam generators, a pump- 
room tor the future heating network, control room 
and eiaetrteaJ cabin, a bunding to house deminer- 
afeatton an d fi li ation systems, a chemical labora- 
tory a/wfeernptomentary offices; 
f) bases tor steam generators and Instaflationa tor 
the station precincts, inducting theconsbuctton of 
roads and drainage systems; 
g) a chimney wHh three metal flues 70 metres high. 
5) COMPLETION DATE subject to the issue ot building, 
permission by the Commune of Moncalieri, work 
most be complied by September woi. 

6) FUNDH4G:theproiectwHbefundedwWi etoan from 
the "Cassa Deposit! e Presto" using postal savings 
tends. 

7) SUBJECTS ENTITLED TO TENDER firms, induffing 
- associated rsms or those who declare their wish to 
associate in accordance with arts. 20 et seq- of law 
584/77. labour and producers’ cooperatives, com- 
bined or otherwise, and consortia of companies re- 
ferred to hi art Q of law not 80 of 17/2/1987. 

« TERMS AND CONDITIONS OF SU8MBSKM OF 
APPLICATIONS FOR TBdDER:appBcal(ara tor tender 
-In the Italian language -drawn up on stamped paper 
adressedto the AEM headquarters at 48 via Sertoia. 


10122 Tdrin (ITALY), must arrive exclusively by ragis- 

toed post or authorized deBvary by 12 noon on 15 

March 1980; 

8) ECONOMIC, FWANGtAL AND TECHNICAL CAPACI- 
TY OF TME CONTRACTOR: candutalea must Submit 

with their appBcation for tender 

A) a declaration, subsequently verifiable, signed by 
*be legal repre s mti a lhS d emo n str a t in g that the 
company in question: 

- isredtosradinthe-AteoNadoraaedelCosmit- 
torr<Nstional Butetore* Register} in category 
16a tor an u nlimi ted amount 

- Foreign companies may submit a declaration 

of entry In — ■ — — — 

own i 


ences U-amy .n.1, ~ — • I. J ■■ um IBUN 

roH and the classification. If applicable; 

- Isnotaubiectlo any of thecondMons of exclu- 
sion from contracts contained In art 13 of law 
iMX 584 Of 8/8/1977. 

R| to proof of toe economic and fin ancia l capacity 

referred to in art 17 of law na 584 of 8/8/1977111 

declaration Indicating: 

- 0w possession ofwltabto bank raferencea; 

- the total salea and busfnaaa figure of toe com- 
pany in quesSon for toe last three years which 

^ ta 

C) to proof ol the technical capacity referred to In art. 

18 of taw no. 584 of 8/8/1977. a declaration 
iKficrfns 

lot 


the contractor or managers of the co m pany 
andof the superintendent of toe works in 
question; 

- a Iteof projects performed In the laM ten yearn 
co mparabl e to toe present project and invotv- 

gjjjga^gaasaaag: 

- a fat of suitable site piant and equipment and 
toe number of personnel employed by (he 
company In question. 

KJ) WORKS WHIOt GAN BE SEPARATED: cMI works 

referred to to paragraph 4e) above can be regarded 

as separable to an amount of apprmdmataly L 
84300000000; registration to toeANC under category 

«>D&5^^^^in«D*snq7TOOf=iiwrz»rioitisro 
submit da ** lre,m 


12} OTHER INFORMATION: 

Applications to tender are In no way bindfog on toe 
organization calling tor tenders. 

Any applications received before the present an- 
nouncement w» not be regarded as va&L 
Additional technical information may. It required, be 
obtained from the AEM (tel. 011/55493214- 
884 9342 11 

13} The present Invitation was submitted to the EEC offi- 
cial publications department on 4 December 1989. 
The notice of re-opening cf dates was sent to toe 
above department on 31 January T89Q. 

THE GENERAL MANAGBl 
(Or. Arch. Giovanni Burzie) 

THE CHAIRMAN 
(Dr. Guido Pjgnocchtoo) 


WANDSWORTH BOROUGH COUNCIL 
phase 3B of Major Environmental 
Improvements at 

Doddtngton Estate, Battersea, London SW11 


M ain contractors 
tender for envin 


to be considered for selection to 
improvement works at the above 


mentioned estate, comprising fifteen high and low rise 
system-buOt blocks co n ta ining 964 oocuac d flats 
maiso n ett e s, should submit names to the Chief Executive 
and Director of Administration, Room 111, The Town Hall, 
Wandsworth High Street, London. SWI8 2PU by 23rd 
March 1990. 

Tbe Phase 3B contract involves improvements to four 
existing blocks comprising approximately 236 dwellings, 
together with adjacent hard and soft landscaping within the 
centre of the estate. The work includes the installation of 
replacement bay and plain windows, preparation and 
external decoration of co n crete surfaces, removal of link 
bridges and construction of new stair/lift tower, new stair/ 
entrance enclosures and security works, internal staircase 
redec orati ons, garage c on vers i ons and associated mechanical 
and electrical services. 

All app&cants must provide the following information: - 

a) The fuH name of the company wishing to be considered 
to tender. 

b) Details of labour force, plant, and technical and 

supervisory staff *'* 

c) Names and addresses of three technical re fe rees for 
whom similar work has recently been completed. 

of the Company’s latest audited accounts which 
be not more than 18 months old. 
e)The name and address of the Company’s banker 
fjlf a contractor is shortlisted for tender they wOl be 
required to submit a copy of their company's policy 
statement produced in accordance with Section 2(3) of 
the Health and Safety at Work Act 1974 and complete 
the couna Ts qu estionnaire on Health and Safety and 
Equal opport uni ti e s. 

itions should refer only to the above-mentioned 

in their reply and must not incorporate replies to 

other advertisements placed by Wandsworth Borpugh 
Council Late Applications will not be considered. 

ft is anticipated that tenders wrfl be invited from selected 
contractors in Mav/June 1990 with an anticipated start on 
site in January 1991 with a two year contract period. 

The consultancy services for the scheme will be provided by 
Messrs. Lyster Grillet and Harding under the direction of 
RJ. Sheppard, Director of Housing, 17-27 Gamut Lane,' 
Wandsworth, London. SW18 4AF - 

G.K. Jones 
Chief Executive and 
Director of Administration 
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LEGAL NOTICE 


FSOPE8TY TRADING 
PROFITS 

Are jo« ■ conpuy cwmot or wkMag 
to iniiiifcx » mu cr WS«» wtatk i 
a ndfag 'dan Do yv» need fixated 
w are aa wfler i r row ! property Cw 
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Trading period no am than 2 yezn. 
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EQUAUSKTUMTED 


Trodns n*me(a}: span Ntfltitefeb, Sands 


Mount ar wait — c Ue— ad Pr t n dtt ■ 
Tradt daiiWiraflani Oflwf tedw 
Otto cf tppnlntaiMfl of lokfl ndniiiWatoi 
rtenfo rr 23 Jtnutiy ten . 
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•JOSCPH PATfliex COMBINE and JOHN 
RCDMCK POWELL 
Joint AibnMamiM Hocaiwra 
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CONFERENCES 


Seizing the Opportunities of 
Total Quality in the 1990 s 


An important international conference for senior 
executives, sponsored by The Conference Board Europe 

Acbtovln* Total Quality 

March 14-15, 1990 
Royal Garden Hotel • LONDON 

In the new Europe of the 1990s, achieving quality is the yardstick 
by which success win he measured. Jam a distinguished panel Of 
international executives to explore and exchange ideas on quality. 

• Discussion by senior executives responsible for quality, 
from: KlM Royal Dsteb Akttnos. . J3M. . . 

■ JkHflyss ■ 
National Powor 


• Ses sions that focus on: 1 



.total Qaalltyla the DoRvory of 


» Prominent speakers including: 

Thai 



ariCMEtorth^ 


British StMl PLC 


ft w sa r v a yarn p la c a today— call Jane Campbell at 
The Conference Board Europe (3Z) 2-640-6240 or FAX to 
(32)2-640-6735 

Fees: £485 for Conference Board Associates 

£550 tor Non-Associates * ' 


LEQAL NOTICES 


m me matter or perkmncal 

MEDIA SALES LTD 
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to n ot «w I n aat v a ncy Mt uee, Bw a 
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ARCHITECTURE 


ARTS 


Keep in harmony with nature 


"Man takes a positive hapd in creation 
whenever he. puts a building upon the 
earth beneath, the sun." The words that 
the A m e ri can, architect Frank Lloyd 
Wright wrote have a ring to them that 
is still true today. Wright, in his philos- 
ophy and. his architecture, is consistent 
in his beliefs that, as a building 
a nimal should remain close to nature 
and add nothing to the earth that is not 
part of the organic whole. 

There Is a metaphysical as well' as a 
holistic tone to much of. the work of 
Frank Lloyd Wright, 44 Architecture Is a 
great spirit.” he wrote, and for him 
architec tu re was always something that 
could be separated from mere bu&dfng- 
by its spiritual qnaffiteg antf by its rela- 
tionship to nature. 

At the end of this' week in Washing- 
ton D.C. a ceremony will ta ke pl ace that 
has a consid e rable significance for pur 
architectural futures. The American 
Institute of Architects has awar d e d- its 
1990 gold medal (the equivalent, to our 
own Royal Gold Medal) to the relatively 
unknown architect Mr Fay Jones. 

This is important because Jones is 
out of the mainstream «nd yet a. key 
part of a tradition. He is an a rchitect 
best known for his work in A rkansas, 
USA. He has created relatively few 
buildings, hut they are of great beauty 
and are astonishing for their harmoni- 
ous relationship with nature. Janes .rep- 
resents a strong American tradition 
which was intensified, by Frank Lloyd 
Wright - a belief that nature itself is 
the best source of inspiration for archi- 
tects and artists. Buskin and his artistic 
doctrine of, “Truth to Nature” finds 
powerful echoes in the work of Wright 
But he was part of that American 
stream that produced TranscendentaHst 
writers like Emerson, Whitman and 
Thoreau who stressed the divinity 
within man and within nature. 

Fay Jones is a product of the school 
that Frank Lloyd Wright which was 
established in Taliesin to continue file 
teaching of his philosophy. To hear Mr 
Jones speak is to hear the authentic 
voice of a strong American tradition. 
“Always my design.phQosophy is one. of 
organic fabrication, the unity of part 
and whole,” He uses local Arkansas 
materials in his houses, halls and 
churches. The local oak and redwood 
trees and the. iufigenous stone, serve 
him well at the Thoracrown and Cooper 
chapels - and the Pinecote Pavilion. 
There is & primal soose of placed Ms 
buildings do not disturb their surround- 
ings; instead they derate them by the 
gentle Imposition of a geometry 
inspired by nature. 

It was Wright who spoke of “that 




Thoracrown Chapel in Arkansas: the inspired work: of Fay Jones. 


ruthless but harmonious order, that 1 
was taught to call nature,” and his 
architecture is the best-JUnstration we 
have of a modem understanding of that 
strange synthesis of natural and spiri- 
tual values that produces art. Wright 
. whs toe product of a Welsh Unitarian, 
family that had settled on the Wiscon- 
sin prairie. He sought throughout his 
creative life a sense of harmony that 
pew from the l«o'd- His hopes for a 
matching, "organic society” may not 
have: yet been realised .but be was a 
prophet of much etfthe." green" environ- . 
mental thinking of ‘today and Jones's 
work is an exemplary, demonstration of 
putting such thinking into practice. 

■ It is important to note that Jones's 
work is not ah imitation .of Wright - 
his buildings are powerful and original. 


His best . known architectural 
achievement is undoubtedly the 
Thoencrown Chapel at Eureka Springs 
in toe. Ozarks In Arkansas. The idea of 
the chapel came to the owner of a piece 
of land that has a remarkable view of 
the mountainous scenery: Noticing that 
travellers always stopped at the same 
spot to admire the panorama, the 
landowner decided to build a wayfarers' 
chapel to welcome them. His brief to 
.Fay Jones was to create something that 
would not damage the land and would 
enhance the. “spirituality of the place.” 

The chapel achieves this through its 
delicacy. It is an intricate, web-like 
wooden tensile structure that has an 
engineering relationship to great gothic 
r.frnmh** of the past. Trees were carried 
to the site and every possible effort was 
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Borodin Quartet 


Vogler Quartet 


WIOMORE HALL 


Hie return of the Borodin 
Quartet to Lcmdcm,_alwuy8 an 
event to celebrate, to this time 
part of n celebratkm m itseff. 

In a series ot seven concerts 
and a season of films: the Wig- 
more Hall and the Barbican 
are joining forces to champion 
the music erf Alfred Schnitt ke 
in performances by toe Soviet 
artists - the Borodin, Bash- 
met, Rostropovich. Kroner - 
who have supported him for 
many years. 

While he is now firmly estab- 
lished as the most significant . 
Soviet composer since Shosta- . 
kovich, Schnittke’s creative 
personality remains enigmatic 
and hard to categorise, ; 

That is partly because of our 
partial knowledge of bis out- 
put, at least in the West, and 
the unevenness of what is 
known, for he does not avoid 
the risk of failure or miscalcu- 
lation if the possible musical: 
advantages are large enough.. 

This “Celebration of 
Schnittke” places his music in 
a context of influences - Moz- 
art, Master and Schoenberg as 
well as a quantity of Shosta- 
kovich. 

In the Borodin’s opening pro- 



gramme on Saturday, two bf 
his -. quartets - .'flanked 
S chn i t t fcft 's c mnptot i lfl jMrf Mah- - - 
Leris Piapo Quartet {With. Lud- 
milla Beriinaky as pianist) and . 
his own Third Quartet. .. 

In those two works ' the 
Schnittke 1 problem is crystal- 
lised, for the Mahler reworking 
seems a thoroughly empty 
exercise, if only because Mah- 
ler’s completed first: move-, 
ment, which was left intact by 
Schnittke, is such an undistin- 
guished, rambling piece that 
the buzzing, chromatically 
dense scherzo that follows it in 
this version appears quite' out 
of place. 

The.TMrd^Quartet is another, 
matter, ' thbui^ 'that' 'BegEoS' ' 
with an almost naive ase- of ■ 
quotation, marshalling 
snatches of Lassus, the Grosse 
Fuse and the DSGH motive to 
dePnft the diatnnk* and rhm . - 
matic areas between which the 
argument will migrate. 

The second movement is a 
wild, manic waltz-scherzo, a 
mechanism that runs out of 
control in what is a familiar 
Schnittke device. 

However, the threads are 
pulled together quite magically 


ARTS GUIDE 


MUSIC . . 

London . 

Thw Tam l wi Philharmonic, 
conducted by Serge B&uda. Brit- 
ten, Rlmsky-Korsalcov (FrO. 
Royal Festival HaD (928 8800X 
Academy of St Martin In the 
.Fields, directed by Ions Brown. 
Mendelssohn.' Beethoven, r. 
Schoenberg (Fri). Queen RHm - 
beth Hafi <928 8800). '• 

Bn g lM i flmmliw Oirinwtw»,' 

conducted by Philip Ledger, with 
Jack Brymer (idarinet), lorrahie 
McAslan(violiii ), Mozsirt, Factor 
bel, Vivaldi (Sat). Rd^ Festival 
Ball (928 8800): 


in the third, when the quota- 
tion-become snhmerged , the 
potomOTpiClq^cun^ereso- 
Intian is. achieved tn a rich har- 
monic frame, apd the music 
ebbs away in a, sequence afttn- 
gerinE images. 

The Borodin managed these 
closing pages with extraordi- 
nary eloquence, weighing 
every chord, sculpting each 
phrase, and they delivered the 
two Shostakovich works with 
the kind of authority over, 
which they, now have sole 


. Whether In the refined 
jnniindl c threads Of the Seventh 
Quartet, or the gunshot chords 
of the Eighth t heir co mmand 
was ' absolute, while their 
dynamic range - sounds grow- 
ing out of nothing and return- 
ing to silence in an unbroken 
arc - seems to become ever 
more extraordinary. 

There is mean of the Borodin 
on Tuesday (Including the 
Schnittke Piano Quintet) if 
there are any tickets still to be 
had. 


Andrew Clements 


WIGUORE HALL 

It Is a great pleasure to be able 
to add another voice to the 
chorus of praise already 
received on this page by the 
young East German quartet. 
Their — recital - -on Friday— 
inrJnded two “Mg", works - 
the Berg Lyric Suite -and the . 
Beethoven Op. 130 Quartet, 
the B flat, given in original 
form with the Grosse Page as 

flywlH 

Over both, their combina- 
tion of technical aod intellec- 
tual command reigned sover- 
eign: in terms of lucidity, 
dramatic intensity, and pro- 
pulsive urgency, these perfor- 
mances showed^ mature mas- 
tery that was quite 
breath-taking. 

The Vogler Quartet make a 
splendidly lean, sinewy, ath- 
letically muscled sound, 
exaefly. In focus. There is no 
spare tot on the tone of either 
the leader (Tim Vogler, whose 
style appear& to d i ctate that of 
the group as a whole) or the 
giueeiuhle . 

As opener the Schubert 
Quartettsatz seemed perhaps 
even a touch too lean - a 
counteracting drop of melodic 
Bipm^ T pnpM might not have 
come amiss. 

But what made the playing 
so compelling, here and then 
In Berg and Beethoven, was its 


rhythmic drive. R«eh marking; 
whether it be a half-staccato 
or a pattern of semiquavers 
separated by rests, had appar- 
ently bean scrutinised for 
.Intelligence- on faeping np.the. 
momentum; the ..different 
mood-patterns, of: the Berg 
suite were explored with nee- 
dle-point attention to detail, 
and at the same time unified 
by this ceaseless (but never 
restless or breathless) sense of 
forward movement. 

It was an enthralling perfor- 
mance; no less so the Bee- 
thoven, nnfoMed cm a mighty 
canvas whose coherence and 
larger purpose were never In 
the smallest doubt From other 
string-quartet groups one 
might have hankered after an 
infusion of courtly graces in 
the G major “German dance 7 * 
Interlude; the Vogler’s style 
was penetrative, pointed, their 
eye on the final goal. 

By the end of the Grosse 
Fugue It had been attained 
with extraordinary sureness: 
rare, elating feat! Any quartet 
group which reaches the peak 
Of twill particular munnfailn 
range is to be congratulated; 
the achievement of one so 
youthful is less than 

awesome. 

Max Loppert 


Ports 


Beethoven, Schumann (Moo). 


Orchestra CoJonne 

by Pierre Dervaux, Michel 

BeroO.Cplano). Saint-Saens, Pro- 
kofiev, Beethoven (Mon). SaHe • 
Heyel (45638873). 
n wjhwrfr n rie Porta wm Airfart 

by Semyon Bychkov. Midori (vto 
tin). Matt Hahnovttz (cello), 

Safat^Saens, Bartofc. Brahms 
(Wed, - Thur), Salle Pleyel 
(45630796). ..c 

Orc hee t re National da France * 
conducted by Emil Tchakarov, ; 
Nelson Fraire (piano). Brahma, 
Rachmaninov, Schumann (Thur). 


ducted by Christopher Hogwood, 
with Emma Kick y (soprano). 
Anthony Rolfe Johnson (tenor) 
and Michael George (bass). 
Haydn’s Creation (Fid). Concert- 
Sebouw. <718 345). 

Netherlands Philharmonic with 
Rian de Waal (piano). Roberto 
Betui conducting. Liszt. Debussy 
(Sat). Concertgebouw. <718 345). 

• Roytd Cancertgeboiiw Orchestra 
tfY My rnw -Whnn 
Chung, with Share Cherkassky 
(P'nn), Tchaikovsky, Shostakov- 
ich (Wed.Thur). Concertgebouw. 
(71834®. 

Ufvwcfit - 

Nafhezhuds HdSunnonle 
Orchestra with Rian de Waal 
(piano), Roberto Bead conduct-’ ! 
tog, lisA, Debussy (Erf, Mon). 

Vredenburg. - - 

014544). 

Netherlands PWlhanaonk 

Orchestra le d ^ ^Istv^pm-fe^ iyi 
Haydn. Vredenburg. (31 45 44X 


Vhnna 

The Eqgliah Concert, conducted 
by Trevor Plnnock. Vlvafid, 
Bach. Rameau. Muafltrarrin. 


Brussels . 

liege philharmonic Orchestra. 
EUe Octets performs works of 
Richard Strauss, Schreker, 
Webern. Centre Culture! Je 
Botaulqae. 

Eva Grauhin (violin) Bach, Dvo- 
rak, Mendelssohn . Mozart. 
(Tubs). Palais des Beaux-Arts. 


Garrfok Ohls piano recital. 

Webev Boethoven. 'Konzerthaus. 

(Mon). 


(47203637). 1 /. . " ; ? 

Ensemble Orchestral de Paris . 

conducteiLby ArpedGereeg ■ ,• 
Bach. Haydn (Thur). Chatelet 


Anauterdam 

Orchestra and Chorus of the 
Academy of Ancient Mfusic conr 


Debussy. Vogel, Beethoven. 
-IfusQcweiiL (Tub »X 
Wleaar Symphonlkerand State 
Opera. Choir, conducted by 
Georges Pretre. Berlioz’s Rcaneo 
and Juliet, (Wed). . 
WleiwPhULharoinnlkfr con- 
ducted by Leonard Bernstein. 
Mahler, fflbehus. Musfiwmrin. 
(Thurs). 


Oleg Kagan (violin) and Vassill 
Lobanov (piano) playing Schu- 
manruGrteg&nd. Shostakovich 
(Mon). Teatro AHa Scale (809126). 
Gamdk Oholsflon (piano) playing 
Chopin (Wed). Conserva torio 
G. Verdi (7B00175S). 

Rome 

Christa Ludwig (mezzosoprano) 
and Charles Spencer (piano) sin- 

MeSleraS^auss (Wed^Tratro 
OKmpico (393304). 

riOfa n cs 

Ednardn Mate conducting Bizet's 
C-niAior symphony, Arut Jun- 
fan’s trumpet concerto, with Bill 
CamiAdl (trumpet) and Tchai- 
kovsky's Romeo and Jnifet Over- 
ture (Fri-Sun) TeatroGomunato 
(2779235). 

Frankfurt . . 

Nwrth.Gennan Radio Orchestra, 
conducted by Guenter Wand 
irfays works by Brahms (Sun).- - 
AlteOper. 

BorHn 

Berifo inharmonic Orchestra 
under Michael Gielen with 
Nobuko imai (viola) plays wreks 
by Schnittke and Schoen- 
berg(Thxns)^failhannonle. 


Italo&nmish Festival 
Micbefle CamnaneBa (piano). 
Scarlatti. Liszt. Brahms (Fri). 

MB ton Stradivari Orchestra con- 
ducted by Daniele Gatti. Katia 
Ricdarelll (soprano), Lucia Val- 
antixu-Terrani (mezzosoprano). 
Pergolesi. Bocchiinl, Stravinsky 
(Moo). Audttorio Narinnal de 
Murfca (337 01 00). 

Alexis. Weiascnbcrg (piano). Cho- 
pin (Frf). Audliorio National 
de Mnsica (337 01 00). 

European Community fi b amb er 
Orchestra conducted by Eivizai 
A adland, with Antonio Badero 
(piano) and Ann Mackay 
(soprano). Haydn, Bach, Mozart 
(Thur). Audttorio National de 
Muaica 037 01 00). 

Mnnnhahw Chamber Orchestra 
conducted by Ktous-Peter Hahn, 
Joan MoUQdanp)- Mozart pro- 
gramme (Thur). Auditorio 
National de Musica 037 01 00). 
Josef Buhea (piano). Mozart, 

Uszt, Beethoven, Chopfo 
(Than). Auditorio National de 
Musica (337 01 00). 

Barcelona 

Besnd fliwn«w (piano). Schu- 
mann, Rachmaninov (Wed). Fun- 
dackm Caja de Fensiones. 

(317 57 57). ■ 

OnmestradeCadaques con- 
ducted by Edmon Colomer. 

Homs, Mpu t M h a ^ . Gulnjoan. 
Soler. ZeJeate0Ol 69 43). 

Haw York. 

Iw PogoreUd 4 piano recttaL 


The Real World? 


made to see that no damage was done 
to the- surrounding woods. The whole 
. timber construction was rubbed by 
hand with a grey stain so that the new 
building would harmonise with the 
odour of the bark of the local trees. 
Although the chapel Is only twenty by 
sixty feet it has a presence that is 
memorable. The architect believes in 
the use of archetypal forms- the 
pointed gable, the buttress, the web of 
structure in the root the result is full erf 
memories of ecclesiastical buildings, 
but the architectural interpretation is 
new. 

Just 50 miles north of New Orleans at 
Picayune is another kind of woodland 
temple by Jones. At the Crosby 
Arboretum he has designed the 
simplest open timber pavilion (known 
as Pinecote Pavilion) where talks are 
held and the natural surroundings are 
interpreted for visitors. It is the most 
elegant Wooden structure that seems to 
grow from the ground like a roofed 
grove of trees. The shingle and 
openwork roof looks like a giant pair of 
tod's wings poised for flight Nature 
and architecture meet in brittle 
harmony. 

A more recent work is another small 
chapel at Bella Vista, Arkansas - the 
Cooper Memorial ChapeL Here wood 
and glass are combined with steel to 
allow Jones to build curved arches - a 
development of the angularity of the 
Thorncrown chapeL Oak, redwood and 
bronze finished steel combine to form 
an almost Gothic skeleton rising up in a 
series of curved arches. The Iacey 
quality allows for views into the woods 
and dappled shade within the church. 
The soaring interior and the careful 
geometry do not distract from the 
surroundings: the visitor is wi arte to feel 
a part of the forest, almost nourished 
by sense of unity, of architecture 
growing naturally from the earth. You 
cannot help but agree here with Frank 
Lloyd Wright: “Nature furnished the 
material for architectural 

motifs her wealth of suggestion is 

inexhaustible . . . there is no source so 
fertile, so suggestive, so helpful 
aesthetically for the architect as a 
comprehension of the natural law.” 

Fay Jones demonstrates so clearly 
the need for architects and nature to 
work. together. The award of the AIA 
Gold Medal to him marks a new 
awareness that we abuse nature at our 
peril He shows us the glorious virtues 
of harmony while also demonstrating 
that architectural development is not 
incompatible with delicacy and care. 

Colin Amery 


SOHO THEATRE 

Michel Tremblay Is the best 
known Canadian playwright 
before the British public. He 
has been the ■spearhead of the 
French- Canadian theatre 
renaissance in Quebec Prov- 
ince with its polyglot, subtly 
sensitive, cultural cross- cur- 
ents that can be as contemptu- 
ous of French patronage as of 
the old British obtuseness. 

Perhaps significantly his 
works have recently been 
enjoying their British pre- 
mieres not down south but in 
Scotland. 

In the play given its English 
premiere by Sandpiper Produc- 
tions at the Soho Theatre (the 
erstwhile Soho Poly) one might 
fancifully discern a blend of 
Pirandello and Ayckbourn. 
Illusion and perceived reality 
overlap, are superimposed, 
dash and part. 

Truth is groped for through 
the young pr otagonist 's delib- 
erate fiction; but at times it 
seems be is carried away by 
what he pens to the extent of 
believing it the revelation of 
literal truth. 

Two sets of people play out 
emotional situations. One lot is 
the family of aspirant writer 
Claude; the others are his ver- 
sions of them in the play he 
has written. Apart from the 
improbability of a playwright 
keeping the characters' real ' 
names, the device works well 
enough. 

Claude's mother (Pamela 
Merrick, thin-lipped with 


reproachful pain as the only 
other person who has read her 
son’s manuscript) is contrasted 
with the elegant, pearled fic- 
tional mother. The real Made- 
leine defends Claude’s father, a 
beery insurance salesman 
given to dirty jokes and flings 
in grubby hotels, against the 
accusations in her son's play ? 
that he is unfaithful, selfish 
and brutaL 

Tremblay’s strength lies m 
his depiction of the ambigu- 
ities of family ties, the resigned 
compromises, grudging under- 
standings, the modi vivendi 
tacitly arrived at, often to the 
angry amazement of outsiders. 

In Claude’s play we see 
Madeleine, throw her. husband 
out and the daughter of the 
house, a mini-skirted profes- 
sional go-go dancer (it is Mon- 
treal In 1965) challenge him 
over his lewd, intentions.. 

In real life father and daugh- 
ter share breezy affection and 
explain away the miserable 
would-be writer’s misconcep- 
tions. There is a terribly soggy 
lurch into the transatlantic 
clichd of non-communicating 
father and. son (Poppa cant 
talk about feelings - “That’s 
just the way I ami” he cries in 
anguish) but the play is 
redeemed, by the characterisa- 
tion of filandp the son. 

For all bis sensitivity he 
emerges as the solemn, book- 
ish child who observed all, 
judged and condemned all, 
now an over-earnest intellec- 


tual whose imagined charac- 
ters act to the strains of Men- 
delssohn when his mother pre- 
fers Frank Sinatra. Marcus 
D'Amico plays with a passion 
and sensitivity that sweeps 
dlchd aside. Finally the raw 
creative artist is glimpsed as, 
after tiie humiliation of rejec- 
tion and with tearfully increas- 
ing confidence, he learns how 
to wound, not knowing as yet 
the cost exacted from Others 
for this gift - or, one day per- 
haps, from himself. 

The American-born Lisa For- 
rell’s direction does not quite 
overcome the limitations of the 
tiny stage when reality and fic- 
tion are playing simulta- 
neously, but she does evoke 
fine acting in a cast from both 
sides of the Atlantic. The 
bumpiness of family life, its 
embarrassments (the recollec- 
tion Of awful POppa InwluMnp 
on toying drinks for his son’s 
hippie friends has a toe-curl- 
ingly authentic ring) and 
glancing regrets, as well as its 
high drama, are well caught. 

Only the son's final insis- 
tence on his incest theory (a 
good thing Willy Loman never 
had daughters) strikes an 
inconsistent note. Tremblay 
has shown the monsters in the 
boy’s {day to be no more thaw 
the emotional aches and hun- 
gers of family egos. These are 
the villains; and quite bad 
enough as they are. 


Martin Hoyle 


Sibelius & Nielsen 


BARBICAN HALL 

For the current BBC 
Symphony season, the com- 
poser Robert Simpson’s splen- 
didly partisan and perce ptiv e 
programme-notes are a regular 
pleasure, something you miss 
if you liken free at home. Sat- 
urday’s programme, being 
devoted to late-tonal sympho- 
nists, might have been his own 
heartfelt choice (perhaps it 
was?) - but the conductor 
Andrew Davis made it sound 
his own, no less passionately, 
and the result was a concert 
that confirmed programme- 
book’s resounding assertions. 

It also confounded the opin- 
ion held in some quarters that 
Davis is a conductor who has 
gone off the boil; every piece 
was lit up with keen, profes- 
sional imagination. 

Even the accompaniment to 
Sfoefiiisls violin concerto, not 
something that many conduc- 
tors take trouble oven here, 
Davis ensured that it gave 
alert, deep-throated answers to 


the solo role which it frankly 
subserves. Ulf Hoelscher 
deserved no less, for he pur- 
sued the hybrid lyrical impulse 
of the piece with single-minded 
conviction. (There’s a fair bit 
of Brahms, some cosmopolitan 
“gypsy", a lot of Wfeniawski, 
touches of earthy local colour 

and plenty of annrling G-st rfwg ; 

and memorably effective some 
of it Is, too.) Hoelscher gave a 
strong impression of enjoying 
the piece and possibly, even 
believing in it. 

It was Night-ride and Sunrise 
however, which SfbeUus com- 
posed only four years later, 
that revealed a truly original 
imagination at work. The pic- 
torial intentions declared in 
the title might have been real- 
ised in various familiar ways; 
Sibelius found new and strange 
ones, weirdly vivid In them- 
selves and looking forward to 
his late symphonies. The gal- 
loping journey seems to pro- 
ceed in some metaphysical 


realm, and dawn towers up 
like a pantheist revelation. The 
BBC strings seemed tireless in 
their exacting parts (as cruel 
as the finale of Schubert's 
“Great” C major symphony); 
the winds were magnificently 
sonorous and rounded. 

So they were too in Nielsen’s 
Fifth Symphony, which con- 
cluded the concert with a con- 
trolled blaze. Davis achieved 
great feats of balance with 
Nielsen’s very large forces. 
There was some inspired first- 
desk playing, and a properly 
frenzied side-drum (the one 
who's asked to defeat the rest 
of the orchestra single-handed 
- well, double-handed). Above 
all, the symphonic shape of 
this remarkable work was 
made lucid and gripping: the 
high conflicts of the first move- 
ment sharply honed, the later 
fugues pursued with attentive 
confidence. 

David Murray 


Macbeth 

WAREHOUSE THEATRE, CROYDON 


Every so often the London 
Shakespeare Group, which for 
the past 14 years has been 
tonring the world under the 
flag of the British Council, 
returns to a home-base. It is 
doing that now at Croydon, 
giving us an opportunity of 
tasting a version of Macbeth 
which has been brewed spe- 
cially for export. The company 
of right are all true profession- 
als who make light of little 
local difficulties such as, at 
this venue, the inability to 
enter or exit anywhere except 
to the right of the audience, 
and the intrusive noise of the 
music from the amusement 
arcade next door, which fortu- 
nately was turned down after 
the interval. 

The text has been slimmed 
somewhat to meet the require- 
ments of strenuous touring 
conditions with minor parts, 
even those of the three weird 


sisters, doubled op, and the set 
reduced , to a simple stone obe- 
lisk at the centre of the empty 
stage and a couple of wooden 
chests which may be moved 
around as required. 

These necessary basics of 
staging bring out the best in 
the players who, under the 
direction of Delena Kidd, give a 
creditable account of the trag- 
edy, swift, and sure in its con- 
centration upon, the hero's 
rapid decline from gallant war- 
rior to murderous tyrant' 

Macbeth is played by Frank 
Barrie, who has also toured in 
his own one-man show based 
on the. life of Macready. Some 
thing of the spirit of the Victo- 
rian giant has happily entered 
into his performance. He 
speaks the soliloquies with a 
pleasing variety of inflection, 
and has truly royal dignity at 
his coronation in^ Scone, 
partner. 


does not have the equivalent 
vocal range; nonetheless she 
gives an interesting interpreta- 
tion of Lady Macbeth, reveal- 
ing her as a woman who is in a 
condition of continually sup- 
pressed hysteria which occa- 
sionally breaks through to the 
surface. Surely, though, in the 
line “Give me the daggers" the 
emphasis should be on the 
word “me"? 

Gareth Armstrong’s Banquo 
is a beacon of sanity and 
reproach, most effective in his 
posthumous appearance at the 
banquet, a thin trickle of blood 
on his cheek. The proximity in 
Croydon of host to ghost ren- 
ders this episode peculiarly 
chilling- Stephen Tredre does 
well as the self-righteous heir 
apparent, Malcolm, and Arthur 
Cak contrasts a doting Duncan 
with a churlish First Murderer. 

Anthony Curtis 


February 16-22 Art Farmer 


Cologne 

Cologne's Radio Orchestra under 
Gay Bartini. Mahler No 7. (Fri) 
Philharmonfe. 


Haydn, Chopin, Liszt, Scarlatti 
(Wed). Cleveland Orchestra, 
Christoph von Dohnanyi con- 
ducting with Mltsuko llchida 
(piano). Mahler, Schoenberg, 
Schubert, Mozart (Thur). Carne- 
gie HalL (247 7800). 
rfnnial Bafwihnlm ptanft ZUdltaL 
Bach programme (Wed) . Avery 
Fisher Hafi. (874 6770). 

Robert Taub piano recttaL Scria- 
bin. Shifrln, Babbitt, Beethoven 
(Mon). Meridn Concert HalL (382 
8719). 

New York Philharmonic con- 
ducted by Zubin Mehta with 
Anne-Sophle Mutter (vkrftu). 
Lutoslawtt, Bruch, Haydn, 

Kodaly (Thur). 

Chicago 

Chicago Symphony Orchestra. 
Neeme Jarvi conducting. Lorih 
Hollander (piano). Kodaly, Saint- 
Saens; Herbert Blomstedt con- 
ducting, Yo- Yo Ma (ceOoX 
Haydn, Laderman (world pre- 
miere). Dvorak (Thur). Orchestra 
Hall (435 6606). 

Tokyo 

Dmitry Sttkoveisky (vtoKn), with 
Pavel GUllov (piano). Schumann, 
Beethoven, Debussy, Janacefc. 
Bun kamu ra (Mon). Orchard Hall 
(470 2727). 

Saint Louis Symphony Orchestra 
conducted by Laramard Slatkin. 
Beethoven, Tchaikovsky (Wed); 
Bach, Haydn, Prokofiev (Thur). 
Suntory Hall (505 1010). 
Traditional Japanese music and 
dance. 16th Annual NHK Per 
fanning Arts Programme. NHK 
Hall (Thur) (477 7051). 

Ensemble Cor Bariy Mnsfo' from 
New York. Daniel and the lions, 
medieval music drama performed 
by the Sunshine Theatre, ikrim- 
kuro (987 5281) (Wed, Thur). 


HAMPSTEAD UCS 

It’s a long way from Sweet 
Basil’s to Yeovil, but the gentle 
tones of trumpet maestro Art 
Fanner are welcome in any 
setting. Visiting Hampstead 
UCS, an agreeable school audi- 
torium, seemingly run by the 
boys, Fanner has just com- 
pleted a UK tour which 
includes a number of unlikely 
provincial venues. 

Backed by a local trio on 
each occasion - John Critch- 
inson an piano, Jeff (Syne on 
double bass, and Spike Wells 
on drums in London - 
Farmer’s barely rehearsed set 
sees him swinging through 
standards. “Bags Groove,” 
“Star Eyes” and “Straight No 
Chaser” are each given the 
warm, yet somewhat detached 
treatment that ^characteristic 
of Fanner’s playing. 

Ba sed in Vienna for the past 
22 years, the 81 year old Ameri- 
can developed his individual 
trumpet style with Horace Sil- 
ver and Gerry Mulligan and 
later with guitarist Jim Hafi. 
Ever busy, be has just released 
a new LP, PhD. and has a live 


recording, Central Avenue 
Revisited, hi the can. Indeed, 
he has cut short his visit to the 
UK this time for film work 
with US notables Cedar Walton 
and Billy Wig gins. 

For the second part of his 
London set Farmer returns 
with fluegelhom and a sensi- 
tive rendering of Mai Wald- 
ron’s “Soul Eyes.” Changing to 
the brighter sound of the trum- 
pet Farmer still manages to 
sound wistful - against the 
more urgent backing of his 
temporary trio - with Fats 
Navarro’s “Nostalgia.” Closing 
with Dizzy Gillespie's “Blue 
and Boogie,” a rousing drum 
solo is encouraged by swelling 
notes from Farmer adding 
some fire to bis more familiar 
warm style. 

If you didn't manage to catch 
him in Yeovil or the Cam- 
bridge Farmers’ Club, he 
embarks on a US tour at the 
end of the month visiting New 
York, Chicago, San Francisco, 
P hiladelp hia and Illinois. 


Gary Booth 


ENB at the Coliseum 


The English National Ballet 
has announced it is to return 
to the Coliseum in London this 
summer for a two-week season 
from July 16 . 

The. return to the capital Is 
part of the celebrations for the 


anniversary of the company’s 
40th year. 

The programme of perfor- 
mances is to consist entirely of 
British choreography, but 
more complete details have yet 
to be announced. 
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Japan after 
the elections 


THE RETURN of the liberal 
Democratic Party to power in 
tolerable working order dem- 
onstrates that change in Japan 
is not going to be politically 
led. This may disappoint the 
rest of the world, especially the 
US In Its current mood, but it 
is a reality that has to be 
accepted. Japan is. after all, a 
sovereign country. 

The LDP won the election 
because of the perceived lack 
of realistic choices. The orgy of 
wounds of the last 
two years, for which it was 
properly chastised in last sum- 
mer’s Upper House elections, 
paled Into insignificance in the 
piafn event on Sunday against 
the inadequacies of the alterna- 
tives. The Japanese may be 
hang in g , but they stQl know 
on which side their political 
bread is buttered. 

This Truing that the politics 
of Japan will continue to be 
dominated by a conservative, 
mostly inwiiar , business-ori- 
ented party. There are signs 
that younger LDP MPs are 
becoming more interested in 
policy substance than merely 
retaining power, but it would 
be an exaggeration to say that 
some kind of revolution in atti- 
tude is in the nfftng - (An early 
test will be on economic policy: 
fiscal policy may be paralysed 
with the upper and lower 
houses in different hands, as in 
the US, leaving monetary pol- 
icy as the only lever.) 

Mr Toshiki Kaifu may or 
may not survive as Prime Min- 
ister. But even if he goes, the 
mould will not be broken. In 
any case, too much importance 
is invested in the identity of 
the chief officeholder. It may 
be lamented if the baton passes 
back to the anden regime, in 
the person of Mr Shintaro Abe, 
but in Japan more than in 
most places politicians mostly 
play only an assigned role. 

Leadership quality 

In an age when the quality 
of individual political leader- 
ship — Gorbachev, Thatcher, 
Walesa, now Mandida — has 
made such a difference, Japan 
remains something of an 
anachronism. But it is worth 
remembering that it has often 
not conformed to western stan- 
dards. It is not writ in stone 
that it must have energetic 
political leadership. 

Nevertheless, it is widely 
perceived that Japan’s 


immensely powerful ec onomi c 


role still lacks a political 
dimension tlw* would make it 
a foil partner. This is particu- 
larly frustrating for the US, 
where public and political 
opinion is progressively identi- 
fying economic Japan as the 
threat now that the 
Soviet Union’s military menace 

has rapidly dgcUned. 

Misplaced obsession 

This US obsession with 
Japan is misplaced. But it is 
going to be, in the immediate 
future, as much of a political 
reality for Japan to handle as 
Japan’s own political statism is 
tor the US. Japan may argue, 
perfectly correctly, that it has 
done all the US wanted in fin- 
ancing the US deficit, stimulat- 
ing its own economy and, now, 
in reducing the size of its trade 
surplus, but this will stOl cut 
insufficient ice if prime Ameri- 
can commodities, like Rocke- 
feller Plaza and Columbia Pic- 
tures continue to fall like ripe 
phmut into Japanese hawdg- 

What Japan should do to 
combat - and any parallel 
emerging sentiments in Europe 
- is to pursue a sophisticated, 
multi-faceted external foreign 
a pH economic policy less hung 
up an tite relationship with the 
US. It should settle its out- 
standing problem with the 
Soviet Union; it should sup- 
port; but not be seen to suborn 
for narrow commercial benefit, 
the reconstruction of eastern 
Europe; it should be more 
active in the multilateral finan- 
cial institutions; it should 
develop its international phi- 
lanthropy; it should continue 
actively to be engaged in the 
development of Aria. In short, 
it must live up to its interna- 
tional obligations — end ft ran 
no longer plead political paral- 
ysis as an excuse for not doing 
so. 

Such a broad-swathe engage- 
ment, which means the mak- 
ing of new friends and differ- 
ent ties with old ones, might in 
time negate the perception of 
the Japanese peril. It would 
also recognise the reality of 
Japan as a major force, hi 
return, the US and others must 
accept, first, that the election 
result in Japan is basically 
reassuring to their interests 
and, second and more vitally, 
that Japan Is not only repre- 
sented by its political system. 


Engineers 
under attack 


BY REJECTING a 37-hour 
working week in return for 
changes in working practices, 
strikers at British Aerospace’s 
plant in Preston have brought 
the engineering unions’ long 
drawn out campaign for a 
shorter working week to a crit- 
ical stage. If the group retreats 
from its insistence on exten- 
sive changes in working prac- 
tices, smaller companies that 
are next in the firing line will 
be seriously exposed. 

Engineering companies are 
for the moment weathering ris- 
ing labour costs and slowing 
output better than most other 
sectors. Smiths Industries, one 
of the first companies to con- 
cede a shorter working week 
after being hit by a strike, 
announced a 15 per rise In prof- 
its in November. 

But most of the 30 shorter 
working hours deals which 
have been concluded so far 
allow for time reductions to be 
phased in during the next two 
years. Over that period, cost 
pressures are almost certain to 
increase. The unions have 
enthused most about those 
deals which are vaguest about 
productivity gains in the 
future, and BAe's unpopularity 
suggests that it is taking more 
account than its competitors of 
cyclical swings over the longer 
term. 

The unions have objected to 
conceding new working pat- 
terns, and to changes in Job 
content in return for shorter 
hours. For its part, BAe has 
proposed a four-shift working 
pattern at Preston as well as 
more self-inspection by craft 
workers^ These changes would 
hold out the promise of real 
productivity improvements. 

Campaign impasse 
The vote by workers at Pres- 
ton means the unions' cam- 
paign has now reached an 
impasse. Funds for the strike 
pay that has enabled BAe 
workers to remain on strike 
with some equanimity have 
been sapped by the campaign's 
length and the company’s 
determination. Despite fierce 
noises, the unions have not yet 
opened a second front in other 
large engineering groups. 

Yet the unions have been 
more successful than many 
employers had anticipated 
ahead of the event They have 
secured a 37-hour week for 


some manual workers who had 
been offered only a 37 'A -hour 
week in previous national 
negotiations. They have also 
sustained a lengthy campaign 


without a significant return to 
work by BAe workers, who are 
now in buoyant mood. 

There is something to he sal- 
vaged from this generally dis- 
mal story. One comfort is that 
the strikes have broken up 

national joint bar gaining in the 

engineering industry. The 
annual wage talks between the 
Engineering Employers* Feder- 
ation and the Confederation of 
Shipbuilding and En gineering 
Unions have disappeared, after 
growing Increasingly anachro- 
nistic. 

Loss mourned 

This loss may be mourned 
by some small companies. But 
it should concentrate their 
minds on linking pay rises 
' more closely to productivity in 
local talks. It will also be 
mourned by the unions, which 
rejected a 37% -hour week 
because the employers wanted 
hours cuts phased in with local 
productivity rises. The end of 
national talks presents them 
with afaUaccompU. 

A second comfort is that 
same companies have used the 
pressure for shorter working 
hours to reach deals giving sig- 
nificant productivity improve- 
ments. If the unions’ campaign 
triggers a wider re-appraisal of 
patterns of working time and 
the efficient use of equipment, 
its damag i ng effects will be at 
least partly offset 

The overall lesson is that the 
campaign has derived much of 
its strength from the shortage 
of skilled workers. The con- 
tinuing dispute at Ford Motor 
Company involving disgrun- 
tled' craftsmen and electricians 
is forther evidence that compa- 
nies are now paying a heavy 
price for not tr aining enough 
people. Skilled workers are 
ex ploiting their labour markp* 
power. 

If another reminder was 
needed of the economic neces- 
sity far Britain of better train- 
ing arrangements, it has been 
provided by the campaign for 
shorter working hours. The 
reluctance at many companies 
to train workers has put great 
leverage in the hands of skilled 
employees. It is not surprising 
that they are using it. 


P ower-politics are in vogue at 
London’s International Stock 
Exchange. Not that the 
Exchange is unused to politi- 
cal processes - one of the main 
things holding it together is its byzan- 
tine structure based around 90odd 
committees and the arterial network 
through winch power and influence 
pulse like blood. 

But what is now emerging is of a 
different order from the small change 
of daily political life, hi short, the 
Exchange’s single most powerful com- 
mittee appears to be out to stampede 
the powers-that-be into a strategy for 
the next decade. 

At issue is London’s role In the 
European equity markets. With the 
UK securities industry bleeding from 
overcapacity in Us domestic market, 
the proposals being put forward 
amount to nothing less than an 
attempt to rebuild a strong London 
base and. from there, develop a toe- 
hold in the expanding equity markets 

an wiwtimwt 

The architect of this is Mr Nigel 
Elwes , the chain-smoking finance 
d ir ector of Warburg Securities who 
operates from a cramped box of an 
office deep in the heart of the firm's 
Broadgate residence. Mr Etwee's fief, 
the Domestic Equity Market Commit- 
tee (DEMC), includes repres entativ es 
of some of the City’s major invest- 
ment houses, among them James 
Capel, Barclays de Zoete Wedd, Smith 
New Court, Klainwort Benson, Mor- 
gan Stanley, County NatWest and 
UBS FtnHips & Drew. Coming from 
such a base, the committee's views 
are likely to cany considerable clout 
when the Exchange’s governing coun- 
cil gathers to fn infider them rtn March 

5. 

The committee begins fr om a sim- 
ple premise; the Exchange exists for 
the sake of its members, but has 
become in many respects irrelevant to 
them. The penalty for irrelevance is 
rlmir — frg gmt»nfa»Hnn of tile central 
equity market, leading eventually to a 
withering away of the Exchange. 

Unlike the pre-Big Bang days, when 
business was done on the market 
floor, members no longer have 
monopoly access to the market’s price 
makers (formerly known as jobbers). 
With quotations and prices at which 
trades have been done now publicly 
available, the role of the market’s 
intermediaries (brokers) has. been 

nwrlpitninoH 

Also, under the Financial Services 
Act, a new body - The Securities 
Association — has taken ove r the con- 
trol of securities firms’ conduct of 
business and capital adequacy. As the 
Elwes report notes, customers no lon- 
ger need M to look solely to the 
Exchange for fair play,” and securi- 
ties dealers do not need to join the 
Ktriunpi. 

Alongside these structural changes, 
and the arrival at the Exchange of 
international houses, loyalty to the 
old ways has disintegrated. The report 
concludes that there are now just two 
benefits to being a Stock Exchange 
member the ability to trade in a regu- 
lated market with a market maker at 
a quoted price, and the ability to set- 
tie bumness through the Exchange. 
The fact that London's paper-based 
settlement system is one of the- most 
out-dated around undermines at least 
one of these “benefits’’. 

Mr Peter Rawlins, the Exchange’s 
recently-appointed chief executive, is .. 
well aware of these problems and has ’ 
been working towards a strategy him- 
self, which is due to be made public ' 
before Easter. Should he have any 
doubts, the Elwes committee has now 
pushe d thr ee ideas nndar his nose for 
consideration. 

Together, they represent a grand 
vision of a London-based exch a n ge 
dominating Europe for the greater 
glory (and profit) of its members. 
Whether they are technically - let 
alone politically — achievable is 
something the authorities will no 
doubt be pandering at tills moment. 
But above the general murmur of dis- 


Richard Waters reports on a radical 
proposal for the future of London’s 
International Stock Exchange 



stock market 
relevant to 
its 


THE 



approval emanating from the Stock 
Exchange tower, phrases like 
“half-baked” and “politically naive” 
are already clearly audible. 

In true Stock Exchange style, it is a 
committee of a committee- which is’ 
behind the proto-strategy. The DEMC 
spawned a sub-group at the aid of 
1988 to get to grips with what at the 
time appeared to be serious weak- 
nesses in the competing market- 
maker sy stem introduced at the time 
of Big Bang two years before. 

It is worth recalling the chequered 
history of London's pace quotation 
system, Seaq (Stock Exchange Auto- 
matic Quotation), which provides the 
basic infrastructure for the market 
The crash of 1987, and subsequent 
lacklustre market conditions, had 
prompted a fierce price war. Seaq 
appeared to be seizing up as same 
market maker s reduced the of 
bargains they were prepared to under- 
take at quoted prices, withdrawing 
their liquidity from the central mar- 
ket 

The Exchange was panicked into 
immediate remedial action: at the 
suggestion of Mr Elwes' subcommit- 
tee, market makers were excused the 
obligation to deal with one annf-har at 
quoted prices, -and transactions worth 
more than £100,000 were no longer 
published to the market as soon as 

The proposals represent 
a grand vision of a 
London-based exchange 
dominating Europe for 
its members 9 benefit 


they occcred. This gave the murks* a 
breather, but was a dear retreat from 
the Big Rang ideals 

It is w gaiwat this background that 
the Elwes group has now come up 
with a complex series of proposed 
alterations to the way business is con- 
ducted on the Exchange. Its IS recom- 
mendations read like a mechanic's 
description of a 10,000-mile service for 
a car, and are about as i n te r esting to 
the g e neral reader. 

But stapled to tins technical blue- 
print is a strategy, pqper which goes 
for beyond the Elwes committee’s 
brief and which challenges the 
Exchange’s ruling council - and, 
indirectly, its chairman and chief 
executive - in a startling way. The 
paper, which is likely to be detached 
before a sanitised version of the Elwes 
report Is published next month, lays 
out a three-point strategy which in 
significant places runs counter to the 
strategy expressed publicly by the 
Hwlr^an, Mr Andrew Hugh Smith. 

The Elwes has three legs: 

• The Exchange should develop a 
single systems interface with all its 


member firms. According . to the 
Elwes report, firms currently believe 
that “the Exchange’s systems are in 
places outdated, unnecessarily com- 
plex, duplicative and costly; and that 
such access mechanisms as do exist 
between firms : and the Exchange do 
not provide satisfactory links to the 
foil range of market services.” , 
Unless these problems are over- 
come, firms will seek other ways of 
executing and settling bargains, to 
the detriment of the Exchange. ■ 

The answer Is a single electronic 
“gateway” to the market, through 
which firms would ~be able to obtain 
prices, deal, confirm and settle bar- 
gains. This so-called Access 

Service would deliver the whole array 
of Exchange products, from the news 
service, Topic, through, to the yet- 
to-be developed Taurus automated 
settlement system. 

The effect would be to .tie the 
Exchange and its members together 
in an on-line system. The idea is 
sound in theory: but given the likely 
COSt, gr| H the feet that ny»fpfyr firms 

are likely to be grappling for some 
time with major systems develop- 
ments related to Taurus, it could 
prove hopelessly idewifati^ 

Critics also claim that it is out of 
touch with tiie way business is done 
in London, and is more suited to a 
small provincial broker looking for a 
complete package of services from one 
source than an IntemaHtwial trading 

house tied into a range of nearing 
services, quote vendors, news services 

and the like 

• The benefi t* of membership of the 
Exchange should be enhanced. The 
committee suggests four ways of 
r ev e l sin g the shrinking value of mem- - 
bership, b esides the development of 
the Markets Access Service. 

The first, »nd most fundamental, 
step is to make sure that the market 
is “as effirient and cost effective as 
possible so that alte r native markets 
will always be less attractive.” A • 
major aiama n f at this involves devel- 
oping the Taurus settlement system 
— something which Mr Tfa gh Smith 
said earlier this year was his first 
priority. Elwes warns that the 
Exchange should “retain an adequate 
control of the settlement of its mem- 
bers firms* bargains" - an outright 
difference of opinion with Mr Hugh 
Smith, who has already said that the 
Exchange will retain only a (substan- 
tial) minority holding In the City's 
planned independent clearing bouse. - 
The second recommendation is 
more radicaL* the Exchange should 
“in due course” be able to guarantee 
all business executed through it If 
achieved, this would mean that' all 
member firmB and their clients would 
know when dealing through the 
Exchange that they would not suffer 
foes in the event of the insolvency at 
the other party - a strong selling 
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point for the market 

The third step to adding value to 
membership would be the creation of 
a enmpBTwwrinn fond for retail plfenls, 
And the fourth step Is to reinforce tiie 
Exchange’s rules governing the way 
business is done, and tightening up 
the disciplinary process when these 
rules are broken. This reflects a con- 
cern among some large firms that the 
Exchange Is simply not tough enough 

O ft malpfartinr g 

In addition to these developments, 
toe Elwes committee argues far a fun- 
damental shift in power at the 
~ R»di uni g ifr . leanti of the four market 
committees, it says, should have over- 
all responsibility “for determining 
their services, operations and develop- 
ments and for control of their costs, 
and their revenues.?' This would 
include responsibility for market 
rules and regulations, especially those 
governing -market supervision and 
discipline. 

This would amount to an unbundl- 
ing of the Exchange, with the large 
central divisions bring broken up and 
handed over piecemeal to the practi- 
tioners: In short, the *wtii of the old 
Exchange bureaucracy, and the' emer- 
gence of what is claimed to be a mar- 
ket-led or ganisati on. This radical idea 
is roughly in line .with views 
expressed in the past by Mr Rawlins, 
the chief executive - although there 
are hkriy to be disagreements about 
tiie extent of cen tral control over the 
way the m a rke ts are run. 

•' The third ly of the Elwes strategy 
is the ope that rims directly into con- 
flict with the views of the Exchange 
authorities. The committee says the 
Exchange should break 
skms with 


other European exchanges 
about the setting up of a continent- 
wide “Euromarchd” or “Common 
European List" of major stocks, and 
instead adopt a policy of domination. 

The Exchange itself hna beep dith- 
ering on this issue. It is aware on the 
me hand that in Seaq International, 
its international equity price 
thra system, it has a market-1 


with which it might be aide to domi- 
nate the European equity business. 
There are those at the market arguing 
that it should not squander this com- 
' petitive advantage - .particularly 
since other' European exchanges axe 
developing rapidly, and competition is 
also threatened from across the Atlan- 
tic In the shape of the Washington- 
based Nasdaq electronic market.. 

On the other hand, it realises that 
' to attempt to do so would antagonise 
the authorities a£ the awakening equi- 
ties markets in Paris, and, particu- 
larly, Frankfort While the UK may 
have a historic advantage,, there is no 
reason to assume that it will act as 
the major channel for capital flowing 
into European equities in the fixture. 
Outright competition may not be in 
London’s best long-term interest 

The Elwes- recommendation Is to 
take the London market agressively 
to the continent. This would be done 
through three channels: mdapaident 
quote vendors would carry Seaq 
prices, the overseas offices of member 
firms would be able to plug into the 
market through the Market Access 
Service, and a new category erf “off- 
shore” member would be created to 
draw firms based outside the UK into 
tiie market’s net. 

This, in the words of one Exchange 
executive, is “half-baked”. The fact 
that the idea has been put forward by 
a group of people grounded in the 
domestic UK market with no involve- 
ment in international developments is 
likely to make it particularly galling 
to tiie authorities - as is the foct that 
ft has emerged in public, while tiie 
Exchange is developing its own Euro- 
pean strategy behind ctoed doors. 

How it tackles the delicate task of , £ 
defusing this proposal- is something 
that will be occupying the minds of 
tiie Exchan ge’s senior executives over 
the coming weeks. But one thing ia 
clear at this stage: the Exchange has 
no intention of bowing down before a 
committee, even of its mostpowerfol 


King’s call to 
the Bank 

■ By appointing Professor 
Mervyn King, Professor of Eco- 
nomics at the London School 
of Economics, one of its 12 
non-executive directors, the 
Bank of England will be able 
to draw on the talents of one 
of the few academic econo- 
mists In Britain to straddle 
successfully the worlds of eco- 
nomics and finance. 

King Is a youthful looking 
41-year-old who has taught in 
bath the US and the UK. He 
is co-director of the LSE’s 
Financial Mark ets Group and 
has written books on finance, 
taxation and corporate behav- 
iour. 

Until recently, he was also 
an independent dh-priw of The 
Securities Association, one 
of the self regulating organisa- 
tions set up to police the City 
under the Financial Services 
Act 

King will be a Bank director 
from March 1. The Bank’s gain 
is the Treasury’s loss. He was 
a member of the Group of Out- 
side Economists that gave 
unofficial advice to Nigel Law- 
son, the former Chancellor, 
and is credited with consider- 
able influence bn some of the 
technical tax changes Intro- 
duced in the last budget How- 
ever, this group — known 
rather unkindly as the Gooeys 
- has been wound up since 
John Major moved into Num- 
ber 11 Downing Street 

The summons to the Bank 
came out of the blue on a scrib- 
bled note delivered In the mid- 
dle of a lecture at the 1SE. It 
was only when King met the 

Bank Governor, Robin Lelgh- 
Pemberton, the following day 
that he was told of the appoint- 
ment 


American aid 

Curiously, Americans seem . 
to he taking over Media 92 - 
the French-inspired EC project 


fflnmiaklng and to limit i 
number of Hollywood shows 


Observer 


on European TV and cinema 
screens. 

It was revealed at the Berlin 
Film Festival, which ends this 
week, that the main sponsor 
of Euro- Aim - the sub-section 
of Media 92 for film producers 
- Is none other than the US 
firm, Apple Computer. Apple 
Is providing nearly a third of 
Euro-Aim’s annum budget of 
about ECU 3m (£2.lm Y, another 
third comes from Medi a 92 and 
a final third from EFT A coun- 
tries such as Sweden and Swit- 
zerland. The President of 
Euro-Aim also turns out to 
be an American - Ms Enrol 
KuHk. 

Media 92 is hoping to get 
ECU 250m from the EC over 
the next five years, but despite 
French enthusiasm for combat- 
ting American cultural imperi- 
alism the British and Germans 
are not quite so kean on foot- 
ing the bilL Perhaps Media 
92 should ask Warner Brothers 
for the cash. 


Handel’s home 

■ The D-Mark may be a highly 
desirable currency In East Ger- 
many’s tottering economy, but 
thou are some areas where 
ft is still politely declined. 

In Halle , where Hans-Die- 
trich Genscher, the West Ger- 
man Foreign Minister, gave 
a pre-election speech to a rous- 
ing reception from nearly 
70,000 people on Friday night, 
our correspondent later 
decided to take a look at the 
birthplace of another femous 
son of the town - HandeL 

Although he spent most of 
his life in England, the com- 
poser was bom in Halle 305 
years ago. The town is now 
at the centre of a depressing, - 
smoke-belching chain of chemi- 
cal factories. The house of his 
birth is a museum, recently 
restored by the East German 
state. 

It seemed appropri ate to buy 
a record of the great compos- 
er’s Concert! Gross! as a trib- 



*Tt could end up as the 
world’s longest underground 
seaside pier.” 

ute. But on trying to pay with 
D-Marks, worth several times 
the value of the East Mark, 
our man was told this was not 
possible. “We are not allowed 
to tolm them,” said the young 
lady in the museum with no 
hint of regret. 

This must he one of the last 
outposts of the old Bast Ger- 
man orthodoxy. Is the Mg 
hntp.ig the rate is one-to-one. 
Our correspondent had to pay 
DM150 (£53) for a tiny, noisy, 
dismal single room with a pan- 
oramic view across the main 
mot o rw a y and tramway to an 
outlying mass of apartment 
blocks and smoking chimneys. 
In local currency, &at is worth 
at least 450 East German 
Marks. 

East Germany’s Interhotel 
chain, soon to link up with 
a successful West German 
hotel company, does not accept 
East German Marks at all. 


Oldham fans 

■ We had hoped to start 
ping the Oldham Athletic: 
ball team for higher things 

some weds ago. But we were 


unable to find someone who 
was boro in Oldham and who 
fallows the team from afar 
with the devotion that (say) 
Roy Hattersley gives to Shef- 
field Wednesday or Sir Terence 
Burns of the Treasury to QPR. 
Now we have, or almost 

fon Str adinn fe th e flnanrp 

director of RTZ. His brother, 
Neil, is the chairman of Confer 
International, a company (hat 
organises medical conferences, 
ft is not quite true that they 
goto every match. “Ian has 
been abroad a lot of his life ,* 
says NeiL And even Neil has 
not been to a game for some 
time. But the Oldham result 
is still tin first one they look 
for when the scores come in. 
They have had the Oldham 
Evening Chronicle sent abroad 
to than, when necessary, so 
that they can keep in touch 
with how the team Is doing. 

Ned says that he started 
anticipating this season’s 
string of successes about two 
years ago, when it looked as 
if JceRqyite, the manager, bad 
begun to get the dub in order. 

ft has been a long wait Old- 
ham were only once in tiie 
semi-final erf the FA Cup, and 
that was in 1913. They were 
runners-up in the First DM- 
sion the following season. That 
was about it Subsequent high- 
lights were a 10-1 defeat of 
Lytham in the first round of 
the FA Cup in 1325 and an ll-o 
trouncing of Southhport in 
the Fourth Division in 1962. 

This yeas Oldham should 
be in at least one cup final, 
couM be to another and will 
probably reach the First Divi- 
sion. Maybe some other old 
fens will emerge. It is not true 
that the dub only does well 
on its home plastic pitch, as 


Packed 

■ An exhibition, tolook for- 
ward to: Sardine Tin Labels 
from Norway to London to 
May. Apparently they were 
very popular at the .tarn at the 
century and collected by Nor- 


ple collected cigarette 



XD 






Harefield 



<£>&a$ant, 6aauli{u4, yat 
eminanfAy 4 pta.dU.caA anb 
■founetionaA, 

Mw GppctUoiibf 
you anb yout company. 



M 


30.000 sq.ft of exclusive Headquarters Office 
, accommodation set in 20 acres of superb 
landscaped grounds, within 10 minutesdrive 
of the M25 (Junction 16), and 25 minutes 
from Heathrow. 
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T he Japanese have 
been accused of . buy- 
ing the best American 
teal estate, invading 
Hollywood and selectively 
destroying the US computer 
industry. Now the. * Japan- 
bashers" have come up with 
the ultimate charge; Influence 
peddling in Washington DC. 

In a recent article in the 
New Republic, Mr. John Judis 
reported that Japanese agen- 


cies and companies have hind 
more than 110 former us Gov- 
ernment officials, including 
three former US Trade Repre- 
sentatives, to put their case to 
the White House and Congress,. 
Total Japanese spending last 
year on these “hired guns” 
could be as high as SIQQm, the 
author said. 

“In think — tanks, universi- 
ties, corporations and Wash- 
ington law offices, Japanese 
money is reinforcing one side 
of the debate on trade, indus- 
try and America’s future,” the 
article concluded, “and creat- 
ing a subtle climate of corrup- 
tion.” 

The surprise Is that these 
charges have taken so long - to 
surface. 

In 1987, when it was discov- 
ered that a Toshiba. Coroora- 
tion subsidiary had sold 
sophisticated, submarine pro- 
peller technology to the Soviet 
Union, the Senate voted 92-5 
to ban Toshiba sales in the US 
for three years. An army of 
Washington lobbyists marched 
to Capitol Hm, pleaded clem- 
ency, and came back with a 
much-reduced sentence. 

In 1988, the Japanese helped 
to kfll the Bryant amwvimViit 
which would have required 
greater disclosure of foreign 
investment in the US. 

When Japanese companies 
last year faced the threat of 
retaliation under the “Super- 
301” provision of the 1988 
Omnibus Trade Act, the Japan 
lobby joined forces with free- 
traders in .the a shw I w fa Vwrtfo"; 
and persuaded President Bush 
not to cite Japan for blocking 
US sales of semiconductors. 

There is, however, less to 
these revelations than meets 
the- eye- The Japanese rarely 
act alone; they usually seek 
out influential allies The Brit- 
ish strengthened their forces to . 
defeat the -Bryant amendment. 

Furthermore, Japan’s invest- 
ment to the US ta the 1980s bas 
created powerful indigenous 
constituencies wlllmg to mobi- 
lise on Tokyo’s behalf These 
groups range -from car plant 
workers to US computer firms 
which depend on a supply of 
Japanese disc drives, printers 
and other parts. 

Above all, competition fear 
fnflmmct* . jg inherent in the US 
political system, and it usually 
revolves around money. “If 
Japanese c o mpan ies have a lot 


Lionel Barber finds Japanese business staking 
a claim on the US Government 

Winning foes and 


of influence,* Bald one Japa- 
nese embassy official, “many 
American companies and for- 
eign companies have similar 

influence." 

, These truths seem self-evi- 
dent when one looks at the 
many Washington law firms 
and political consulting prac- 
tices engaged in the nighly 
profitable business at trying to 
influenc e the -US Government. 
One such law firm is Akin. 
Gump. Strauss, Hauer and FOUL 
- a business built up by Mr 
Robert Strauss. He is a former 
treasurer and chairman of the 
De mo cratic Party, a former US 
Trade Representative, and 
now; aged 71. stfll one of the 
most Influential men- behind 
the scenes hi the canitaL 

Mr Strauss is a peculiarly 
Washington phenomenon. 
Berm of a modest Jewish fam- 
ily in Lockhart, central Texas, 
he first rose to prominence in 
the early 1980s as a prot£g£ of 
Texas Governor John Con- 
nafly. 

Mr Strauss's shill was rais- 
ing mosey. Possessed of a sRky 
charm and an earthy wit, ho 
endeared Wmarif to cash-hun- 
gry Democrat politicians who 
rewarded him with the chair- 
manship of the party. By tbs 
mid-1970s, his network made 
him one of the best- connected 
men in town. He became 
known as “Mr Democrat.* 

As the consummate insider, 
Mr Strauss was an attractive 
commodity during the Carter 
administration, which had 
more thaw its share of outsid- 
ers, mostly novices from the 
President's home state of Geor- 
gia. Mr Strauss was in. con- 
stant demand: as US Trade 
Representative, special Middle 
East peace negotiator and 
briefly as the President's chief 
adviser on fnflatton. When he 
returned, to private practice in 
1981.be was well-placed to cap- 
italise on his contacts. 

In 1972, Mr Strauss recalls, 
the firm employed hardy half 
a dozen lawyers in Washing- 
ton. Today, it employs more 
than 500 (although some of 
these also work In Dallas and 
the rapidly expanding Brussels 
office). The increase is a direct 
result of the growth of ths Fed- 
eral Govern ment , Congress 
and support staff, frx an age 
when than 100 connnit- 









Ur Robert Str auss : lobbyist with charm and aarth y wtt 


tees and sub-cominittees can 
rfaim an Interest in the Penta- 
gon or a foreign aid bill. Akin. 


Gump’s message Is that it can 
monitor and influence the 
intricate US legislative process. 

Its client list Includes Sir 
James Goldsmith, who hired 
the law firm during his Hoy- 
lake consortium Mtf for BAT 
Industries, and Hr Rtqpert Mur- 
doch's News America. Con- 
gress has been hostile to both. 
Drexel Burnham Lambert, RJR 
Nabisco and the National Foot- 
ball League have also been cli- 
ents. So was the Chinese Gov- 
ernment at one time (“a 
pe rsonal ftiwg x had with nwg , 
Xiaoping,* explains Mr 
Strauss, “it’s been dropped 
now.*) 

The biggest foreign earner, 

however, is Fujitsu, the Japa- 
nese computer manufacturer, 
which became a client In 1986, 
shortly before it launched an 
in-fated bid to acquire Fair- 
child, the US semiconductor 

ma mifm - l mw r. 

Fujitsu withdrew after mi 
outcry about the potential loss 
of a strategic US hightechiioil- 
ogy company to a Japanese 
competitor. The Japanese 
admitted later to being sur- 
prised by the reaction - and 


heard in respect of the laws 
that affect them.” 

Yet Akin Gump does more 
than litigate and lobby on 
behalf of ns domestic and for- 
eign clients. Like most other 
law firms in Washington it 
flmnrts large sums of money to 
pdtftidans seeking office. More 
often than not, these are 
incumbent Democrats and 
Republicans in Congress who 
ate standing for reflection. “I 
am,” says Mr Strauss, “ecu- 
menical in my choice of 
friends.” 

According to records filed 
over the part three years. Akin 
Gump has peppered dozens of 
Congressional ftawffldatww with 
contributions ranging from 
*200 to (2,900. One regular ben- 
eficiary is Senator Lloyd Bent- 
sen of Texas; an old ally of Mr 
Strauss. Senator Bentsen is 
chairman of the Senate 
Finance committee - the bey 
tax-writing body in the upper 
chamber — a position of vital 
interest to corporate clients. 

Mr Strauss does not apolo- 
gise for Ms firm’s political con- 
tributions. “We have a major 
legislative section, and the way 
the process works in this town, 
in thin country, is that. you pa r- 
ticipate in political campaigns 
ana political pocket-book 


they vowed ta do their political 

h t w im ui i iriL thp n«it time. 

They appear to have kept 
their word. Between December 
1986 and December 1987, 
Fujitsu paid almost $Un for 
“political activities” (lobbying 
and public relations) carried 
out by Mr Strauss’s firm. 
Between July and December 

1988, it paid |3S(M)00 to lobby 
against the Bryant and the 
Exon-Florin amendments to 
the Trade BUI, both c£ which 
aimed to tighten scrutiny of 
foreign investment in the US. 

In the six imrnflia to June 

1989, Fujitsu and subsidiaries 
paid almost (800000 In fees to 
ensure that they wrae not tar- 
geted under the Super-301 leg- 
fai«rt«wi ) according to fiMwp at 
the Justice Department's For- 
eign Agents Registration Office 

in Washington. 

Mr Strauss defends Fujitsu’s 
right to seek the best advice to 
influence legislation in the US. 
"If every mayor, every chain- 
her of commerce, and every 
state governor is going to 
Japan and la begging, urging, 
bribing them with free tax ben- 
efits to bufki ptsmtft, buy real 
estate . . . then you have to 
expect that In an open society 
they [the Japanese} want to be 


Participation, according to 
Mr Strauss, does not buy votes. 
K Akin Gump halved its contri- 
butions, he says, “nothing 
would happen” So why not do 
it? “Because it would hurt peo- 
ple’s feelings,” he says. ■ 

Mr Strauss says be has long 
given up fund-raising and he 
has never directly sought a leg- 
islative favour from a Con- 
gressman or a senator to whom 
he has given money. Neverthe- 
less, he admits to being uneasy 
about the system and says he 
supports campaign finance 
reform - either by rationing 
candidates' access to TV adver- 
tising or throug h the public 
funding of campaigns. “We 
need re fo rm before there Is a 
serious scandaL” 

This is an unusual piece of 

Texas n n (fol-gt» frpTTYPn t In thp 

past 22 months, the Speaker of 
the House of Representatives 
and the House majority whip, 
as well as several Congressmen 
have been, undone by ethics 
scandals involving money and 
campaign funds, hi the upper 
chamber, seven senators are 
• muter investigation by the Eth- 
ics Committee. 

There Is no question that 
Japanese agencies and compa-. 
nies are spending a lot of 
money in their search for influ- 
ence — and affection. It 
remains to be seal just how 
effective the effort is. In the 
meantime, it seenm unfair to 
accuse them of corrupting the 
process. They are, after all, 

only playing by the rates. 


UK investment 


A pattern biased 
against trade? 


By John MneDhauer 


T here has been much debate over whether 
the UK trade deficit in recent years 
reflects a consumption-led boon or an 
investment-led boom. The optimistic Treasury 
view favouring investment has been ably 
argued by Samuel Brittan and opposed by, 
among others, Gavyn Davies in his Select Com- 
mittee evidence 1 . Our own mswahaffing of the 
evidence 3 tends to support the latter. 

However, little attention has been paid to the 
composition of investment. The evidence X 
review here suggests that, with few exceptions, 
investment has grown more in the sectors in the 
econo m y which are more sheltered from inter- 
national competition and which make a smaller 
contribution to the balance of navments. 

A sector which exports or imports a high 
proportion of its final sales is, in an obvious 
sense, likely to be open to international trade. 
The table shows sectoral tradabOity coefficients 
- defined as the ratio of exports or Imports to 
sales, whichever is greater. A dagger indicates 
sectors where the import/sales ratio is greater. 
(Ratios drawn from the 1985 input-output table 
in the 1989 Blue Book; the 1985 import penetra- 
tion tahigB in the Monthly Digrat of Statistics; . 
and other official sources.) 

Generally speaking; mannfertnring in dustri es 
and the oil industry are very open addle the rest 
of the economy, with the exception of transport, 
is relatively dosed. FOr example, banking, insnr- 
ance and business sendees have a tradability 
coefficient of 0.10 compared with 085 in chemi- 
cals and man-made fibres. This is not surprising 
given that building societies, estate agents and 
retail banks are little involved with overseas 
business Wwwg h l of co u rse, tte City is n »ii» 
open to in t e i ™ tirm al trade in financial services. 

The final column of the table shows the ratio 
of gross domestic fixed capital formation in 1987 
(the latest published year) relative to 1979. 1979 
is thp obvious benchmark — wmrMwg Tact 
year of Labour g o v ernment and being a year, 
like 1967, when the level of economic activity 
was high. These figures are in current prices 
but since comparisons are made across sectors 
this is a reasonable measure of the resource 
cost On average, prices increased by about 60 
per cent between 1979 and 1987 so that real 
investment was lower in most sectors in 1987 
than in 1979. The three most striking exceptions 
are l M i nt i ng , fatmwwwp ami business services; 
communications; and distribution, Hntptw etc in 
that order. These are all sectors with low trada- 
bility coefficients. This iRQstrates what is, in 
fact a. statistically afgntffoant tendency across 
the sectors far investment growth to be nega- 
tively related to the degree of openness. 

Across manufacturing sectors alone, the rela- 
tionship is still negative although not statisti- 
cally sri gnjffoant- Within mamifacfairing , the Sec- 
tor which fits least well is other transport 
equipment, which is dominated by aerospace. 
This is one of the most open sectors in the 
economy and yet it has had a relatively high 
rate of growth in investment Explaining why 
this sector is such an unusual success story is 
complicated. But one should note that govern- 
ment support has been considerable over the 
years both in the launch aU for the European 
Airbus project, in. direct support both in sates 


and research and development derived from 
Ministry of Defence contracts in enthusias- 
tic support at the highest levels in the Govern- 
ment for overseas contracts. 

The other big exception is paper, printing and 
publishing. The rise in investment there is 
partly due to national newspapers moving out 
from Fleet Street, the spread of free newspapers 
and the demand for printed material from the 
growth of financial services. 

The common element in the explanation of 
the investment boom here, as in banking, insur- 
ance arid business services, co mmunications , 
and distribution and hotels. Is the UK boom in 
finance, credit aud consumption This 1ms not 
been helpful to the UK’s long run trading perfor- 
mance or its ability to sustain strong growth in 
living standards. The facts about the sectoral 
composition of investment revealed here raise 
severe questions about the complacent Treasury 
view of the UK balance of payments problem. 

The distortions in past UK investment are 
now reflected in overcapacity in the City, 
among estate agents and building societies - 
and, dare one say it, among banks. The tragedy 
is that the Government's reliance on high inter- 
est rates to control the balance of payments in 
the short term is damaging the future trading 
performance of some of the most open sectors in 
tile econo my , such as textiles . 

1 Key Aspects of the UK Current Account Prob- 
lem, Goldman Sachs, 19 Dec 19 89. 

2 Haw Fundamental are the U1T$ Balance of 
Payments Problems? (with Anthony Murphy) 
presented at the workshop "The UK Economy 
2000: Irmoaation, Investment and Survival,’ Lon- 
don, 25 January 1990. 

The author is a fellow of Nuffield College, 
Oxford. 


S ec to ra l TradaMKy and Investment Growth 


Hector 
Cool ft coke 


Cap ffor- 


Otber mfeian 
Chantlote ft 


Electrical ft tnalmmant 


Other transport 
Food, drink ft to 


CiotMnp tootwear 
Timber ft wooden I 
Paper, printing ft p 
Rubber ft plasties 




C o mm uwlo a ll o n 
It—dliiU. ate 


aunty 

motion** 

(Loot 

1 j 08 

045 

1.00 

025 

021 

002 

220 

027 . 

124 

0.1 3t 

1.53 

035 

1.43 

Of4t 

1.18 

027 

1.22 

oast 

2^01 

OL35t 

021 

024 

221 

oisrt 

120 

025t 

122 

OS2t 

123 

029t 

123 

018 

228 

022t 

2.15 

022 

029 

001 

125 

Oil 

229 

021 

121 

oost 

222 

010 

325 


Iforaatloa I* lWTfn i la im, i 






l<IKh<l lira — Ml-# - 


Inflation control and the wage-copying process 







From Mr Aubrey Jones. . 

Sir, Professor Richard Lay- 
ard (Letters, February 14) is 
quite right in saying that one 
of the causes of Inflation is the. 
copying, in areas of slow rising, 
productivity, of pay increases 
in areas of foster rising prodoo 
tivity. 

It is a pity, however, that, 
writing as an economist, tee 
should ascribe tins copying to 
“competition.” Du paramedics 
and Ford craftsmen really cook 
pete with one another? 1 doubt 
it, except possibly over a 


of years of undefined 


In the immediate term they 
are citizens of equal political 
worth. The pay increase, and 
conceivably the . pay level, 
which, one. receives, is desired- 
by the other. The resulting 
copying process' is therefore a' 
.social and political, as well as 
an economic, phenomenon. 

fia tte awl acquisi- 

tive society in which we live 
what is required in. t bvwt cir- 
cumstances is a device which. 

mfflliP h, lli g hpi T M r tO QD0 group 


of pay settlers the implications 
of its action for other pay set- 
tlers and therefore for the com- 
munity in general. 

Hie position of the Confeder- 
ation. of British Industry, 
namely, that e ac b group he 
regarded as a privacy unto 
itself; fidte to meet this require- 
ment. So does the Govern- 
ments policy of holding down 
,pay in the public sector. 

Sooner or later, the c o pyin g 
process will ensure that pay 
increases even in. a minimalist 
public sector will catch up 


‘ Bonn alone A respite for the ‘new boys’ 


From Mr Roger Fox. 

Sir, Perhaps it Is as vreR that: 
the UK is not yet a member : of 
the European exchange rate 
mechanism (EBM) If the cur- 
rency union between West and 
East Germany is going to unset 
it ("A currency for Mr Kohl,"' 
February 12). 

Advocates of a European, 
monetary, system have stressed 
the need for the .UK to take 
part In decision mating as far- 
ther steps towards monetary 
union axe taken. But we now 
find it is possible for West Ger- 
many to take unilateral deci- 
sions which will affect other 
members of the EKM. 

You have rightly outlined 
the dangers of this Impetuosity 
which could also rebound upon 
our own economy. 

If East Germany is to be 
granted special favours it . win 
be difficult to argue against 
repetition when other conn-: 
tries seek similar treatment. 
Roger Fox, 

Thames Polytechnic, 

Wellington Street, SEIS 


FromMrJ.GJL Kr. 

Sir, While some comments- 
tars continue to beUeve in even 

hl gfigr t n ftnm gt rafim £3 q “CUTO 

all" for the UK’s economic Ills, 
can w& hope that the absence 
of repeated assurances that 
this is so from Mr Major mean 
that some doubts are dawning? 

It is an extremely blunt 
instrument where the marginal 
short-term benefits are for ottt- 
weighed By the long-term dis- 
advantages. A more balanced 
view would taka into account 
several factors: 

• For alt i nterest paid there is 
a recipient who is better off as 
rates rise - Increasing spend- 
ing power. 

•-Worst hit are the “new 
boys’* to the p r o pe r t y market 
in the last three years, raiding 
up with those socked in by Mr 
Lawson’s four-month double- ' 
relief window. They have the 
highest mortgages proportional . 
to value and as a class are the 
least likely to be the purchas- 
ers of luxury imported goods. 

• The virtual shut-off of new 


house buying by high rates is 
selectively disruptive to the 
UK as a high proportion of the 
labour, materials and fomfsb- 
.ingin houses is UK-derived. 

• Overall British in du s t ry' is 
hff by reduced volumes satmit 
costs go up disproportionately. 

It is. these volumes that are 
at the root of our competitive 
ability car inability, and the 
lack of a, steady build-up 
. through, years, of stop/go is the 
fundamental cause of pur 
htdngtriflT iWHtwil 

OnlyJf Mr Major has a better 
perception of the consequences 
of his actions than many of his 
predecessors has the UK a 
chance of getting the long-term 
economy right. He might take 
the view that a lower exchange 
rate produces lower real wages 
on an international basis, 
lower interest rates produce 
lower costs, and high manufac- 
turing volume tends to lower 
unit overhead costs. 

J.GJL Rix, 


with and, momentarily perhaps 
exceed those in the private sec- 
tor, intensifying the problem of 
wage, and, by extension, for the 
reasons stated by Professor 
Layard, price inflation. The 
c ontro l over infiattnn exercised 
by a non-interventionist gov- 
ernment; as would be that also 
of an independent central 
bankjs thus limited. 

Aubrey Jones, ■ 

Amen, 

120 Urnmer Lane, 

Felpham, 

Bognor Regis, West Sussex 

Insider cult 

From Mr Paul Quuie. 

Sir, Barry Riley (“Locking 
out the insider cheats,” Febru- 
ary 3)siJggestotlirt institution- 
alised insider dealing and 
ramping ahead of new Issues is 
acceptable only in Japanese 
society. Have we forgotten the 
use of short-term interest rate 
policy to adjust the gilt market 
ahead of the sale of each 
^T grit-Kia of stock when fi*** pub- 
lic se ctor b orrowing require- 
ment (PSBR) was funded regu- 
larly in that market? 

By contrast insider dealing 
may benefit the few, but at 
what real cost to the many? If 
its pexsecntioii fi«rft*m<a ti» per- 
formance of some stocks, 
investors as a whole may even 
be worse off It has become a 
cult like investor protection 
and who gains, from that- — the 
legal ‘profession rather than 
the average investor, whose 
activities are. wukTp more com- 
plex, and costly, 

Paul A. Charie, 

10 Tfnrlmere Rise, 

Bromley, Kent 


Why the US has a headache over escalating health-care costs 


From Mr Michael ABen. 

Sir, Patrick Cockburn’s 
report on the escalating cost of 
medical care for US employers 
(“Employers in US suffer head- 
ache,” February 61 neglects the 
non-corporate victims- of 'the 
OS health-care crisis. 

Around 37m US citizens lack 
any form of health insurance. 
Of these, 10 . 8 m are full-time 
employees and 7.6m part-time 
employees, mostly in the grow- 
ing service sector. For those 
lucky enough to be covered, 
medical care is burning bigger 
holes in their pay packets. 

Health insurance premiums 
rose fay an average of 15 'per 
cent a year during the 1980s. 
But despite union support for 


cost containment prog nurmwa; 
employers are now seeking to 
shut the burden of costs on to 
employees; Over two thirds of 
large and medium-sized compa- 
nles-h&ve introduced cost-shar- 
ing srheme* for family plane 

Accor ding to the Bureau of 
Labour Statistics, medical- 
costs already average VL per 
cent of post-tax income for 
low-income honRflhoMft and 8 
per cent for medium-income 
households. The percentage of . 
comprehensive plans requiring 
unionised workers to share 
premium costs leapt from 19 
per cent la 1986 to pet cent 
test year. 

A recent s ur ve y of employ- 
ers’ bargaining objectives 


reveals that a third of compa- 
nies negotiating contract 
renewals this year want to 
eliminate or severely reduce 
health: insurance provisions. 
Such moves have already pro- 
voked- industrial conflict as in 
the Ptttstane coal strike and 
last year’s communication, 
workers’ dispute at AT&T. 

The real culprits appear to 
be the insurance companies, 
which have consistently and 
arbitrarily raised premiums, - 
and the “for-profit” private 
hospital, chains which rou- 
tinely price drugs to yield, 
profit margins of up to 80 per 
cent (compared to 20 per cent 
Tmn* g i rwt tn public and commu- 
nity hospitals). While the aver 


age US company earns an aver- 
age 12 per cent return on 
equity, according to Forbes 
magazine, the. major health 
care companies earned 
between 15-45 per cent for the 
five-year period andfrig in I9S7. 

FordV insurance premiums 
add $3U to the cost of a car in 
the US compared to only $50 in 
Canada which introduced a 
national hnaWTr service in 19661 
Will the new international 
order hake ft possible to tfivert 
resources to a US public health 
service to the benefit of both 
employersand employees? 
Michael Alien, 

Industrial Relations Services, 
Edipst Publications Ltd, 
l&SO Bigftbwrg Place, NS 
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Moscow takes off its ideological spectacles 

Quentin Peel and Martin Wolf meet Mikhail Gorbachev’s personal economic adviser 


PROFESSOR Nikolai Petrakov, the 
recently -appointed personal economic 
adviser to Hr Mikhail Gorbachev, 
remains committed to the total transfer 
of the Soviet economy to a “normal 
market economy.” 

In an interview with the Financial 
Times, be spelt out his uncompromis- 
ing dedication to radical market-ori- 
ented reform. Including the destruction 
of the whole system of industrial min- 
istries, the creation of a capital market, 
price liberalisation, the breaking up of 
state enterprises along with an anti- 
monopoly policy, and the introduction 
of a fully convertible parallel currency. 

Professor Petrakov, who Joined the 
three-man team of personal aides to the 
President last month, acknowledged 
the contrast between the fast pace of 
political democratisatlon, and the 
unimpressive rate of change in the 
economy. He blamed this an the “ideo- 
logical spectacles” which had made it 
impossible to consider such radical 
Ideas when Hr Gorbachev came to 
power in 1985. 

The whole task of perestroika had 
been made far more difficult by the 
htMal mm mi inten t to & huge expan- 
sion in investment under the slogan of 
acceleration, which had serionsly 
unbalanced the economy, he said. 


Change only began with the plenary 
meeting of the Communist Party Cat- 
tail Committee in June, 1987, following 
which new laws on state enterprise and 
co-oueratives were introduced. 

Conflicts then emerged between the 
liberalisation of state enterprises and 
the con tinuing power of the industrial 
ministries, which are “Soviet super-mo- 
nopolists,” Professor Petrakov said. Tf 
we don’t d est ro y them, we will not be 
able to create a real market economy. 

“These branch ministoles are just 
opposed to any sort of mar- 


Be said the answer was to create a 
fully-fledged capital market, indndlng 
a stock market, to JMawtraHm invest- 
ment decisions. “We should turn all 
state property over to shareholders, 
and create a stock exchange. Maybe at 
the i mginwtng this role could be carried 
out by the system, including 

commercial banks** 1 
Creating a capital market was a big- 
ger challenge than balancing the con- 
sumer market, which could be stabi- 
lised relatively rapidly. “We can 
introduce free prices, and thus balance 
supply and demand, 7 ’ he said. “Cer- 
tainly, some prices will be very hi g h , 
but these products will at least be 
available on the shelves of the shops.” 


Price liberalisation would be impos- 
sible without a wage freeze, and a halt 
to printing excess money - he dted the 
official estimate of “unsatisfied” con- 
sumer demand of Rsl65bn ($276hn), or 
some 40 par cent of annual consumer 
spending. 

Professor Petrakov recognised that 
“excess money" would make price lib- 
eralisation difficult. However, he 
described as “an illusion” the view of 
many senior officials that it would be 
possible to balance the economy 
through jutmini n tmUro measures intro- 
duced by the ministries. 

Professor Petrakov was equally 
opposed to calls for an expropriatory 
monetary reform, which he condemned 
as “the ideas of a high w a y man.” Fur- 
thermore, any such reform, currently 
being urged by popular demand on 
both sides of the political spectrum, 
would be doomed to failure without a 
“drastic reduction in state investment 
programmes” which were the main 
cause of the budget deficit Last year’s 
deficit was Rs92bn - more than 10 pn 
cent of gross national product 

Professor Petrakov supported the 
Government's attempts to mop up 
excess liquidity through the issue of 
bonds, iwffiniHng those granting the 
purchaser an option to purchase an 


automobile several years ahead. He 
went beyond official policy by recom- 
mending that 70 per cent of new flats 
be sold on a co-operative basts - in- 
stead of 15 per cent as at present How- 
ever he warned that a free market in 
property would be dangerous as long 
as criminal groups had large volumes 
encash to “laun der.” 

He reiter a ted his longstanding sup- 
port for the idea of a parallel hard-cur- 
rency rouble, specifically for foreign 
investment and to promote trade. Be 
recommended that all Soviet foreign 
exchange reserves except the amount 
needed for essential state imparts such 
as medical supplies, should be used to 
back this new currency. Soviet rater- 
prises would be free to purchase the 
c u r ren cy against soft roubles In a free 
market. 

Looking ahead. Professor Petrakov 
saw the greatest difficulty as the “lack 
of competition in the economy.” 

He yM "or ga ni sational monopolies” 
such as Aeroflot and I n tourist should 
be broken up at once. However, Soviet 
“gigantomanla” had created many 
"technological monopolies” which 
could only be controlled by an active 
anti-monopoly policy, including price 
control and the introduction of new 
Mmipatifan-tt, fnnlndfng foreign ones. 


GM overtakes Ford in European profits 


By Kevin Done, Motor Industry Correspondent in London 


GENERAL MOTORS’ 
European operations achieved 
record net' profits last year of 
H asbn, confirming the finan- 
cial transformation achieved 
by the world’s largest vehicle 
maker in Europe in the late 
1960s. 

Ford was one of the few car 
makers to remain profitable in 
Europe throughout the 1980s 
bzzt is now being outperformed 
by its arch US rival. 

While Gifs European profits 
rose 2.8 per cent last year. 
Ford’s net income in Europe 
dropped by 175 per cent to 
$L2Stm from the record $L66hn 
achieved in 1988. 

Even so, last year’s profit 
was still Ford's second-best 
result in Europe. 

With their core North Ameri- 
can automotive operations fac- 
ing considerable financial prob- 
lems, GM and Ford have both 
become dependent on profit 
flows from Europe. 

GM’s European operations 
accounted last year for 435 par 
cent of total GM group net 
income of $4JZbn, gained from 
only 15.6 per cent, or tlfl-Tbn, 
of its J126JBbn worldwide turn- 
over. Ford's European 
operations represented 33.6 par 
cent of its f35bn group net 


Ford and GM In Europe 
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income derived from 215 per 
cent, or $21hn, of its $9&£bn 
group turnover. 

In the three years 1987 to 
1988, GM Europe has achieved 
total net profits of J457bn, in 
stark contrast to the $25bn 
losses accumulated In the first 
seven years of the decade. 

The 25 per cent increase in 
net profits last year masks a 
greater improvement in operat- 
ing profits. Important parts of 
the GM Europe business began 
to pay corporation tax again 
last year - Vauxhall In the UK 
did so for the first time in 20 


years. Ford said its European 
profits had fallen under the 
pressure of the costs (tf devel- 
oping new models, primarily 
the new-generation Escort- 
Orion to be launched in the 
autumn, as well as the new 
range of multi-valve engines to 
be produced at Bridgend in 
Sooth Wales from mid-1991 as 
part of a £725m ($l-2bn) proj- 
ect This is Ford’s largest sin- 
gle investment in the UK. 

Ford's European profits were 
hit too by unfavourable 
exchange rate movements and 
by an unfavourable product 


mix, with higher sales of the 
new generation Fiesta small 
car, launched in early 1989. 

GM emerged clearly as the 
fastest-growing volume car 
maker In West Europe last 
year helped by the success of 
its Opel Vectra-VauxhaQ Cava- 
lier, launched in late 1988. 

Opel and Vanxhall car sales 
in Europe jumped 10 per cent 
to L48m, boosting the group's 
share of the West European 
new car market to 11 par cent 

Sales of light commercial 
vehicles rose 13 per cent to 
95,800 from 84,400. Ford 
claimed 1X8 per cent of the 
European new car market with 
sales of 155m. 

GM’s European car prodne- 
tion rose by 11 per cent to 
1538,700 from 1585348 a year 
earlier, while production of 
light commercial vehicles rose 
by 4.4 per cent to 70500, includ- 
ing a 155 per cent increase in 
van output to 84500 by IBC 
Vehicles, the 60/40 GM-Isuzu 
joint venture in the UK. 

Ford’s European carproduc- 
tion rose by 25 per cent last 
year to 151m, a record level, 
while production of light com- 
mercial vehicles jumped by 12 
per cent to 243,000. 


Brokers offer rival strategy for London 


By Richard Waters in London 


THE MOST powerful interest 
grouping at London's Interna- 
tional Stock Exchange is expec- 
ted tomorrow to recommend a 
strategy for the market which 
rivals that being developed by 
the Exchange's senior execu- 
tives. 

In the first serious challenge 
to the authority of Mr Andrew 
Hugh Smith, Stock Exchange 
chairman for the past 15 
months, and Mr Peter Rawlins, 
the recently appointed chief 
executive, the Domestic Equity 
Market Committee will vote on 
a series (tf proposals for over- 
hauling the rules of the UK 
market 

The proposals, drawn up by 
a sub-committee under the 
chairmanship of Mr Nigel 
Elwes of Warburg Securities, 


amount to a complete strategy 
for the Exchange, including 
how it should expand into 
Europe. An earlier draft of the 
Elwes proposals provoked 
strong reactions at the 
Exchange. A senior executive 
denounced it as “politically 
naive." 

The Exchange is concerned 
In particular about what the 
executive called the commit- 
tee’s “half-baked Euro strat- 
egy," which involves extending 
the market’s reach to continen- 
tal Europe in apparent compe- 
tition with local markets. 

The third and final draft of 
the Elwes report, which comes 
up for approval at tom o rr ow' s 
meeting and a copy of which 
has been seen by the Financial 
Times, amounts to a direct 


challenge ■ to the market’s 
senior executives. 

The report acknowledges 
that there is still much woriE to 
be done cm the proposals, but 
says the ideas, “if adopted in 
principle by the council, 
should be passed to the chair- 
man and chief executive and 
should be considered in era- 
junction with their proposals 
to reorganise the committee 
structures and staff support ((tf 
the Exchange)." 

If the council, which will 
consider the issues on March 5, 
follows the recommendation , it 
will be difficult for the 
Exchange’s executive to shelve 
the Elwes suggestions. 

The proposals are likely to 
conflict with those of the 
Exchange's executive on a 


n umber of points: 

• It calls for talks with other 
European exchanges over the 
development of a common 
European market for the conti- 
nent’s largest companies to be 
broken off. Instead, it recom- 
mends extending the reach of 
the London Exchange over- 


• ft says it Is “crucial" for the 
Exchange to have “adequate 
control" over the settlement of 
member firms' transactions. 
Mr Hu g h Smith last year won 
strong approval in the City of 
London for agreeing to relin- 
quish control of settlements to 
an inHprvmrtent clearing house, 
in whJcntheExdiange would 
have only a minority stake. 
Making the market relevant to 
its members, Page 16 


Bank moves to settle Channel tunnel row 


Continued from Page 1 


The latest involvement of the 
Bank of England - ft is under- 
stood to have hosted a meeting 
between Eurotunnel and its 
contractors last month about 
the Hmp of the annoi inra»mgn t 
of temporary financing agree- 
ment - underlines the deep 
concern felt by the British 
authorities about the state of 
the project 

The Bank was instrumental 
in the appointment of Mr Mor- 
ton as Eurot unn el's co-chair- 
man three years. It has sup- 
ported Mr Morton's tough 
approach over costs but has 
been dismayed at the way in 


which differences with the con- 
tractors over costs have spilled 
over into bitter public rows. 

Some of the 208 international 
hanks which agreed orginally 
to provide up to £5bn of loans 
and standby credits to Euro- 
tunnel had begun to question 
whether Mr Morton's combat- 
ive style and continual wran- 
gling with contractors was an 
asset or a liability. 

Mr Morton’s position, how- 
ever, seems secure although he 
is eroected to take a less public 
profile. As executive he 
would assume overall responsi- 
bility for the development (tf 
the tnwnd tnrinrHrtg the con- 
struction of the prcrject. He 


would be distanced, however, 
from day-to-day involvement 
with the management of the 
contract. 

He will be expected by the 
contractors to concentrate on 
raising the extra fin anno Euro- 
tunnel will need to complete 
the project, most of which is 
expected to come from the 
hanks a pd the balance from a 
rights issue. 

The appointment of a new 
senior executive to Eurotun- 
nel's project management team 
raises a question about the 
position of Mr Tony Ridley, for- 
mer head of London Under- 
ground, who heads the project 
management team and who is 


known to have a difficult rela- 
tionship with Mr Morton. 

• There is increasing con- 
cern about the ability of the 
private sector to finance a 
high-speed rail link between 
London and the Channel tun- 
nel without a public subsidy to 
offset some of the cost 

A consortium of British Bail, 
Trafalgar House the construc- 
tion, property, shipping and 
hotels group and BICC are due 
to =arqr imiTW * j the alignment (tf 
the route later this year. The 
final cost of the project has 
still to he determined, but inti- 
tiel figures suggest that a 
purely private sector scheme 
would not be viable. 
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Troops ‘must stay 9 

Continued from Page 1 


with those of the two German 


Whitehall between Downing 
Street and the Foreign Office. 

There were signs last week, 
however, that she had agreed 
to accept the advice of the For- 
eign Office and take a mote 
conciliatory stance following 
the agreement in Ottawa to 
establish an international 
framework for unification 

talks. 

Yesterday Mrs Thatcher 
again underlined her welcome 
for that accord - which calls 
for “two-plus-four formula" 
meetings of the four powers 


Her comments on the need 
for Nate, and perhaps Soviet, 
forces, to remain in place 
appeared to underline, how- 
ever. her determination that 
such decisions are not he pre- 
empted by a deal between the 
two German states. 

They are likely to put fur- 
ther strain on what senior 
Whitehall officials say is 
already a “very difficult" per- 
sonal relationship between Mrs 
Thatcher and Mr KohL 
The two leaders are due to 
meet in London next month 


Asean 

condemns 

Khmer 

Rouge 


By Lbn Siong Hoon in 
Kuching, Malaysia 


THE international campaign to 
isolate the Khmer Rouge fac- 
tion in Cambodia was boosted 
at the weekend when the Asso- 
ciation of South-east Asian 
Nations (Asean) condemned 
the Khmer Kongo for past 
atrocities and said it must not 
be allowed to regain power by 
force. 

This is the first time the 
Asean countries have attached 
the Kiimer Rouge by name. 

The European Community 
persuaded Asean to take a 
stronger stand d uring talks .at 
the EC-Asean ministerial meet- 
ing in Kuching: This is a signif- 
icant development for both 
sides because EC and Asean 
states were among these that 
voted for 
sfction coalition - 
the Khmer Rouge -to retain 
the country's seat at the 
United Nations. 

Debate over the Khmer 
Rouge's role in a proposed 
interim government has 
Mocked efforts for a political 
settlement to the Cambodian 
dvil war since the Vi et na me se 
withdrew their occupation 
force which toppled the Khmer 
Rouge go v er nm ent of Pol Pot 
in 1978. 

The joint Asean-EC declara- 
tion comes shortly before a 
meeting (tf the waning Cam- 
bodian factions scheduled for 
February 28 In Jakarta. MT Ali 
Alatas, the Indonesian Foreign 
Minister, confirmed in Kuching 
that Khteu Rawiphaw a Khmer 
Rouge leader, had agreed to 
atfonrf th« talks and that MT 
Javier Pfirea de CudDar, the UN 
Secretary General, would send 
an envoy. 

Much of the business 
between the EC and Asean 
ministers concerned trade and 
business relations. There has 
been a vigorous debate about 
the conditions for EC aid to 
Asean states, with environ- 
mental issues becoming 
increasingly sensitive. 

At Malaysia's insistence the 
final communique contained 
the following qualification: 
“Environmental concerns 
Should be a major issue but 
should not be used to intro- 
duce a new form of condition- 
ality in aid and development 
financing.” 

However, Asean members 
have agreed to the EC's 
request for more efforts in eco- 
logical conservation. 

The lack of economic consen- 
sus between Asean and the EC 
was underlined by a point in 
the declaration that calls for “a 
review of existing co-operation 
needed to chart the course of 
Asean-EC relations of the 
.nineties." Asean has also urged 
that future meetings should be 
attended by European eco- 
nomic ministers rather than 
foreign ministers. 

Asean wants a commitment 
on preferential treatment of its 
agriculture and textile exports; 
the EC wants mere dialogue 
preceding a comprehensive 
agreement on tariffs in the 
multilateral Gatt discussions of 
the Uruguay Round. 

By invoking the principle of 
“reciprocity", the EC could 
shake Asean’a stand for equal- 
ity. 

But Mr Abel Matutes, the 
EC's Commissioner at the 
Kuching talks, said: “We ; 
reciprocity in the most " 
interpretation." 

The principle so for covers 
services only and so does not 
yet rankle Asean as much as 
mil, for example, uniform 
Industrial, agricultural, and 
health standards . for goods 
entering Europe in 1992. 
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After last week’s collapse of 
Drexel Burnham, Hoylake’s bid 
for BAT has run into a new 
kind of risk: not that it wEl be 
thwarted by US regulators, but 
that It will look simply 
old-fashioned. Hoyiake has said 
that a new bid, if launched, 
would, consist of only 20 per 
cent junk and the rest cash. 
But that 20 per cent is the kind 
of pillow which allows bankers 
to. sleep at night Aral if there 
were no junk market .through 
which bridging loans could be 
refinanced, Hoyiake would pre- 
sumably find the 80 pa cent 
coming more expensive. 

Granted, Hoyiake will not be 
cfear of its US tangles nntll 
midsummer at least by which 
timw things could look differ - 
ent The junk bond market will 
have settled down and Dread's 
competitors will doubtless 
have absorbed at least some of 
Its dominant share of junk 
market-making. But the retreat 
(tf the leveraged finance move- 
ment works two ways. Hoyiake 
must not only get the finance; 
it also rifles having to sell the 
bits of BAT it does not want 
into a market long an assets 
and short on buyers. 

* None of this need worry 
BAT'S shareholders. The signs 
are that the Goldsmith effect 
has drained out of the share 
iwice already. By the end of 
next month, Argos should be 
floated, at a value erf up to 
£600xn. Wiggins Teape Apple- 
ton is due to follow in early . 
June at about £L3hn. Working 
on a share base reduced by the 
10 per cent buyback pro- 
gramme, that is worth nearly 
I50p of the present 810p share 
price. Allowing further for the- 
cash flow from the sale of the 
other retail assets, the notional 
multiple for the rest of the 
business this year is under 9 
and the yield nearly 7 percent. 
The tobacco-insurance con- 
glomerate which remains may 
stffl look peculiar, but a lot less 
so than in the pre-Hoyiabe era. 


age of junk 


BAT 


Share price relafre lo the 
FT~A Afl-Shwe Index > - 
300 



1990 62 84 . 86 80 90 


ous worries about the coun- 
try's failur e economic manage- 
ment. "• 

The end of- the three- week- 
old hank strike means that 
share trading can return to 
nOtitaal tiris* week, and this wflT 
give a for better clue to the 
market’s direction. Private 
investors, as opposed to the 
institutions, will now be able 
to sell and the next few days 
win indicate whether the insti- 
tutions, which are flush with 
cash, .will be prepare d to o ffset 
any . selling pressure from this 
quarter. It is likely that they 
wilL 

Another uncertainty for the 
market has to do with the 
future (tf the implementation 
of the earlier tax reforms. The 
market’s current multiple of 
just under 10 timaa 1990 earn- 
ings looks reasonable, but it Is 
assuming the lower tax rate.' 
The market needs reassuring 
that it is not going to look a lot 
more expensive. '- 


is not exactly favourable for 
motor dealers and Jazneel’s bid 
is only 10 per cent higher than 
the shares’ cyclical peak in 
1968. S ln cg that point, Hartwell 
wb-b acquired two dealerships 
which should boost profits sub- 
stantially in the next economic 
upturn. ’ 

. -Although Jameel has already 
grabbed more than 29 per cent 
of the ordinary shares, perhaps 
the offer price is both not high 
enough for defending share- 
holders and too high for the 
bidder. Manufacturers do not 
like their dealerships being 
passed round and the Jameel 
group seems likely to lose 
about 10 franchises if it suc- 
ceeds. That need not worry 
Hartwell shareholders too 
— the offer is all cash 
— but it may discourage a bid- 
ding spree in the motor dealing 
sector. 


Sweden 

The next move in the Swed- 
ish stock market Is decidedly 
hard to calL.lt has been the 
worst performer (tf all the Nor- 
dic markets so for this year 
and the country is in the grip 
of its biggest political crisis in 
more than 80 years. This comes 
at a time when the country's 
economic problems are mount- 
ing. The balance of payments 
deficit more than doubled last 
year, wage increases are accel- 
erating, and interest rates have 
had to be raised sharply to 
prop up the currency. Last 
week’s resignation of the 
respected Minister of Finance 
only highlighted the very seri- 


Hartwell 

The did arguments about 
short- termism have come to 
the fore in the Saudi hid for 
the motor dealer Hartwell. The 
defending company, which has 
managed only 5 per cent com- 
pound earning * growth over 
the past five years, has [been 
forced to rely for its defence on 
a prope r ty revaluation and a 
pensions surplus. But it argues 
that its property development 
programme has stored, up 
shareholder value ■ at . the 
expense of short-term earnings, ' 
since interest has. been charged 
to the pfld rather than capital- 
ised. 

A healthy cynicism among 
shareholders is understand- 
able, since Hartwell's forecast 
of £L2.4m pretax came shortly 
after a prediction £2m lower 
from its own stockbroker. In 
the short term, the offer of 18 
times prospective earnings 
looks generous- However, the 
current economic background 


Chapter 11 

As big US insolvency cases 
go, Drexel Burnham Lambert's 
firing under Chapter 11 of the 
federal - bankruptcy code is 
rather old-fashioned: an appar- 
ently straig htfo rw ar d case of a 
genuinely insolvent company 
with no cash, in the bank to 
pay .$3bn of defat This is not a 
case like ManviQe in 1982, fil- 
ing Chapter 11 to shield it from 
tens of thousands of asbestos 
injury lawsuits; or like Texaco 
in April 1987, driven into Chap- 
ter 11 by its $105bn of damages 
owed to Pennzofl. Nor .does it 
resemble the Eastern arid Con- 
tinental Airlines cases, where 
Chapter 11 was a wa y of mak- 
ing zC easier for managements 
to rip up union co n tracts. . 

Yet to the extent that Drexel 
has no scope to do anything 
like that, it is hard to see how 
Chapter 11„ rather than 
straightforward liquidation, 
benefits Drexel’s creditors 
(besides the IRS, who get paid 
first), ft is not just that invest- 
ment banks have much less in 
the way of real estate airport 
landing rights or solid market 
positions in basic industries 
than one sees in a railway or 


airline. There have been rela- 
tively successful Chapter 11 
reorganisations of financial 
companies. Baldwin United 
went into Chapter 11 in 1983 as 
a life insurer,- and came out 
three years later selling green 
stamps. 

The point is that Chapter 11 
is supposed to be used when an 
incumbent management sim- 
ply needs a legal breathing 
space to restructure its debts, 
and put a fundamentally sound 
business back on the right 
track. It is hard to see this as 
an apt description of Drexel’s 

plight. 


WARRINGTON 

RUNCORN 



ENGLAND’S 
CENTRAL 
PROPERTY , 
PORTFOLIO 


On the 1st October 1909, the Commission for the New Towns took 
.over "responsibility for the industrial and commercial property assets 
of the Wanington-Runcom Development Corporation and opened 
its offices for the nation's most central location* in Warrington. 

. . Warrington arid Rnncom axe located: between the two Conurbations 
.of Manchester and Liverpool, linked by, a superb motorway network 
giving easy access to international airports and seaports. And 
Warrington and Runcorn have a number of business incentives 
available, including dawlnpm^nt ar pfr g rants 

CNT offers unrivalled industrial, commercial ami residential 
land and property opportunities to businesses, developers 
ami investors in Warrington, Runcorn and 13 other New Towns 
across England 

For further information dial 100 and ask for Freephone CNT 
Property Centre. ? •- 

.Commission for die New Towns 
NewTownHouse . -j . 

Buftermarket Street - 

Warrington, Cheshire WA1 2LF 
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Big Mack hits 
troubled times 

’ Mack Trucks has taken a 
■fj f - - j^v- beating. A deep sales 
i WO ^ slump and extraordinary 

I .L a — --^ i nf charges have resulted In 

/ L^OS ftfl a to bigger loss for the 
I fourth quarter and year 

{ than Wall Street had 

expected; and hopes are 
^ not high for 1890. given 
the weakness of the US 
truck market To help 

Improve tts finances, Mack has agreed a deaf 
in principle with Renault the French motor 
group which has a 45 per cent stake in it. for a 
$S0m convertible subordinated loan. Roderick 
Oram reports. Page 21 
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France calls time on 
the monopoly game 


Perilous perch on Hie mezzanine 

The demise of Orexei Burnham Lambert has 
cast a dark shadow over European finance 
— at feast as far as mezzanine loans are con- 
cerned. This and the high-profile problems of 
some big debt-financed UK buy-outs have 
severely damaged the market in the thankfully 
under-developed European equivalent of the 
junk bond market Page 20 


Governments have Ik taped 

ft is not surprising that 
centra] governments are 
f JJ \ aiming for “Open" or 
fc- ✓-%_ \ Industry standard com- 

. \ z* 5 ® Lfapu j pufar systems because 
J these are the items 

~ which eventually take a 
lesser financial toll on 
/ users. In this, govem- 

- r merits set an example 

which commercial com- 
panies have been slow to follow. But that old 
bugbear - government red tape — sun holds 
true. Archaic procedures are taking a toll on 
the imaginative uses of information technology, 
reports Alan Cane. Page 34 

One for on and all for one. 

Banco Hlspano Americano of Spain and West 
Germany's Commerzbank have begun talks 
wfth Banco di Roma which could soon result fn 
the three banks exchanging equity holdings. 
Hlspano confirmed that the Spanish and West 
German banks had begun talks to take posi- 
tions in Banco di Roma which would then 
enable better access to the Italian bank's Infor- 
mation network and for ail three banks jointly 
to develop new banking products. Page 21 
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William Dawkins 

reports on the 
little-known 
cartel watchdog 
which is making 
its presence felt 

S enior executives in top 
French construction and 
electrical engineering com- 
panies are smarting under the 
impact of the largest anti-cartel 
fines ever imposed by file coun- 
try's fledgling Com p etition Coun- 

The fines, a total erf Ffrl66m 
($30m) levied on 80 construction 
firms fust before Christmas, fol- 
lowed by Ffrl28m for 43 electrical 
groups last month, are the most 
spectacular evidence to date of 
'the rfiang n in French competition 
rules introduced in 1986, but 
which has had relatively little 
impact until now. 

Some of France's top corporate 
.names, such as Bouygues In con- 
struction and Schneider in elec- 
trical engineering, were found 
guilty of fixing prices and con- 
spiring to carve up major public 
contracts. It was embarrassing 
for them and may even change 
the way they do business with 
Aar»ii other. 

The fines were equally striking 
far France’s European Commu- 
nity partners who - perhaps 
wrongly - thought Paris still had 
serious doubts about the benefits 
of promoting free competition. 

These are the results of investi- 
gations which started two to 
three years ago. The 1986 reforms 
Included an end to the post-war 
gystem of price controls, as well 
as the figtanifaimiAnt of the Com- 
petition Council to catch and fine 
abusers of dominant positions. 
Even so, file Council is starting 
to have a wider effect than many 
observers thought likely. 

The Council lias previously 
been seen as an obscure body, 
.devoted to defending small indi- 
vidual consumer complaints 
rather than the busting of car- 
tels. This has dramatically 

tbe^Buoncal - whteh'canjnth©- 
ary go up to 5 per cent of a guilty 
company’s annual sales - have 
rocketed from a mere Ffr2?J>m in 
1988 to F£r358m last year. 

The man at the heart of the 
Council is 46-yearoId Mr Fr&terk: 
Jenny, a bearded business school 
graduate who talks with enthusi- 
asm about his job. A former PhD 
in economics from Harvard, he 
was an adviser to Mrs Christians 
Scrivener, consumer affairs min- 
ister, under the right-wing 
administration of Mr Vatery Gis- 
card d’Estaing, which in 1977 
launched the Competition Coun- 
cil’s precursor. 
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The Competition Commission, 
as it was known, was criticised 
for being toothless. Unlike the 
Council which succeeded it nine 
years later, it was unable to 
latjro-h its own j pgiprifta and haij 
to waft for the go-ahead from the 
Economics Ministry. 

Mr Jenny, the Council's rap- 
porteur g&ntirale, or chief inspec- 
tor, as it were, likens today’s 
Council to the West German Bun- 
deskartellamt or the European 
Commission’s competition direc- 
torate because it is politically 
independent and draws sofey on 
national competition law for its 

rulings. 

There is, however, a telling dif- 
ference. Unlike the Bundeskartel* 
hunt or the Brussels Commission, 
the Council cannot indepen- 
dently open inquiries intn poten- 
tially anti-co mp e titi ve mergers. It 
can hit at abuses of monopoly 
power, but not at the creation of 
monopolies themselves. These 
are grill the drnmrin of the Eco- 
nomics Ministry, which must ask 
for the Council's advice but can, 
and does, overrule it 

The Brussels and Berlin 
merger control authorities are 
also sometimes overruled by 
their political masters. But the 
distinction reveals the extent to 
which the French Government 
most hold political control over 
merge r s, lor all the growth in 
economic liberal attitudes in the 
Socialist adnrirrigtiiirinTi. 

The split is echoed at the min- 
isterial level, where Mr Pierre 
B6r£govoy, the finance and eco- 
nomics minister, has final say on 
mergers, while market rigging 
and abuse of dominant positions 
is the domain of Mrs Vfironlque 
Netertz, consumer affairs minis - 
ter. 

“There is still a fingering feel- 
ing among French bureaucrats in 
charge of industrial policy that 
economic concentration is neces- 
sary to ensure the competitive- 


A clear view 
into the 
financial abyss 

By Anthony Harris 

in Washington 

W ashington's perspec tive The possible deficiency c 
on the world is always other Federally-backed liability 
foreshortened; small - insurance and pensions - hi 



ness of Flench firms end that the 
Government should play an 
active role in the area of indus- 
trial structures.’’ argues Mr 
Jenny, who makes no secret of 
his disappointment that the 
Council no decisionmaking 
powers over mergers. 

But even without mergers, the 
Council's workload is growing 
enormously. Ur Jenny has 
another 150 cases under investi- 
gation, and expects to receive 
roughly 80 complaints per year 
— although none of the present 
batch are quite as big as the on es 
which recently hit the headlines. 
They cover price fixing, distribu- 
tion restric ti ons and conflicts of 
interest in a ragbag of sectors 
from advertising to newspapers, 
tanking and car Healing . 

T he Council’s permanent 
staff Include 15 rappor- 
teurs under Mr Jen- 
ny - experts in civil law, admin- 
istrative law and economics. 
They produce the opinions on 
individual cases, but the investi- 
gative work is done by a depart- 
ment Cf the Bfmnnmlfifi Minis try 
Final Haririnns are left to the 
Council members, a panel of 16 
magistrates, economists, senior 
lawyers and businessmen, n»Hw 
the presidency of Mr Pierre Lau- 
rent, a senior member of the Ccn- 
sefi d'Etat, the supreme arbiter of 
French sHmtwigfon t i viB law. Com- 
panies are allowed to appeal In 
court against rulings by the 
CoundL 

Will the French Council ever 
get the right to launch its own 
merger inquiries, like other anti- 
trust authorities? Not in the near 
future, believes Mr Jenny. But 
one thing is sure, he argues: 
“France now considers the fight 
against anti-competitive agree- 
ments and abuses of monopoly 
power to be a particularly impor- 
tant feature of its economic pal- 
icy.” And that trend is here to 
stay. 


W ashington's perspe ctiv e 
on the world is always 
foreshortened; small 
power manoeuvres inside the Bel- 
tway, which are not noticed at all 
beyond it, dominate the local 
view, la a few weeks, though, the 
picture has become not so much 
distorted as fantastical. 

Politics and power have gone 
offshore. Despite the President’s 
endless diversionary fireworks, it 
is clear that the US is of less and 
leas account, The “drug summit” 
helped the media to forget that 
the Vice-President met a humili- 
ating display of turned backs 
when he tried to make an 
announced post-Panama tour of 
Latin America. The immediate 
neighbours are standoffish, and 
those across the Atlantic temf to 
fix things up between them- 
selves. 

The result is not only that the 
imfmaginaMp happens every day, 
but that Washington has quite 
literally become hollowed out. 
Residents can park in usually 
cluttered streets, walk into res- 
taurants which once had three- 
day waiting lists, and spend the 
meal wondering where everyone 
has gone. 

Into hiding, perhaps; for the 
strangest spectacle of all is the 
financial apocalypse which is 
being revealed by increasingly 
frequent fri g fr a lme n tB- ft is now 
cl ear that the savings and loan 
failure is only the beginning. For 
example, one cur rent set of prose- 
cutions suggests that there was 
an active conspiracy to use some 
of the biggest S&Ls, which were 
themselves financed with junk 
bonds, to collect brokered depos- 
its for further juukbonds buying 
— financial “creativity” feeding 
on itself. 

The S&Ls were thus used to 
fiuawca excessive corporate debt, 
now leading to bankruptcy out- 
side the savings movement. 
These bankruptcies are' in turn 
undermining the investment 

portfolios C f fai«nninw» /vwnptmfog 

and pension schemes. This finan- 
cial catastrophe is being revealed 
in slow motion, like a free fell in 
a nightmare - and in an eerie 
alienee, since ft is all too techni- 
cal for the news programmes. 

However, the facts are clear 
■ enough for anyone who under- 
stands very large numbers - and 
the number who do is actually a 
very small number. We now 
know that the savings and loan 
debacle has swallowed at least 
$300tm cf assets, loading an equal 
volume of deposits onto the 
national debt 


The possible deficiency on 
other Federally-backed liabilities 

— insurance and pandune — Hoq 

been put by the General Account- 
ing Office at up to $500bn. In 
addition, the medicare system is 
probably bankrupt, and will cer- 
tainly be so - to the tune of at 
least $200bn - by mid-decade. 
Add it all up, a«d the bill for the 
Reagan era is not only a trillira- 

rioTIgr na^jiwml debt, but roughly 

another trillion in liabilities 
which have begun to show up in 
the law courts, but not in the 
national accounts. 

It seems unlikely that this is 
file end of the story. The Wnd of 
chain reaction which follows a 
wild credit binge can be seen in 
Texas. In Austin, the state capital 
and the scene of the worst 
excesses, asset values are still 
cascading down four years after 
the abyss opened, as leases 
expire, tenants are wooed and 
thus enforce rent reductions, and 
capitalised values fall further in 
anticipation cf the next round. 
Then comes more financial fail- 
ure, and more distress sales. Dal- 
las is said to be on the mend, and 
Houston Is plausibly within wi ght 
of the bottom, but not Austin. 

A similar tale is unfolding 
in New Tfrigiand, where 
the economic miracle 
which Governor wiphad Dukakis 
was citing in his campaign only 
18 months ago has turned to 
nightmare. It is creeping into 
Manhattan, where the collapse of 
a company the size of Drexel 
must have some impact on down- 
town pro p er ty values - and may 
even be risible in the national 
personal income statistics, so 
grossly wav the operators over- 
paid. It Is surely in the near 
future for the defence-based 
regions of California and around 
Washington (an alternative 
explanation of the empty restau- 
rants). 

At first sight the US economy 
may appear to be shrugging off 
these disasters with comical 
unconcern, like one of those 
characters in a cartoon film who 
keep wanting to several strides 
after they have stepped off the 
precipice. In fact, the news is 
inc re asingly being understood. In 
the financial markets, the side- 
ways drift of tiie last two prosper- 
ous years has spoken for the 
underlying worry. 

Values would have fallen fur- 
ther except that the Japanese are 
worried by the unmeasured abyss 
left by their own credit-fed boom. 
All other markets are bring sus- 
tained at the moment by the 


huge outflow from Tokyo. The 
next two or three weeks will be 
tense, as the reaction to the Japa- 
nese election becomes clear. If 
Japanese self-confidence does not 
revive, the financial markets 
could soon face the shock which 
normally follows a cartoon dou- 
ble-take. 

The impact on the real econ- 
omy may be slow enough to be 
readily managea ble, in the US at 
any rate. The coming slowdown 
(or near standstill) in commercial 
construction has been In prospect 
for some time. The supply of 
bank credit for this purpose has 
been progressively choked off in 
recent months. Now the authori- 
ties want further cutbacks, and 
there is some concern t han 
restraint may have been imposed 
a bit late; but these fears are 
already well discounted in the 
bank equity market No real sur- 
prises. 

The next impact will be on 
small c ompanies , who will find 
financing more difficult - but 
hardly impossible - now that the 
fantasists of greed have given 
unsecured loans the name of 
junk. Hus will hardly have a sig- 
nificant economic impact but it 
will figure in two policy debates 
of 1990, on rapital gains and on 
financial regulation. 

The President will no doubt 
cite small company problems in 
arguing for his ca pital gains tax 
cut project real entrepreneurial 
funds win be needed now that 
the regulators have cut off the 
supply of federally-insured depos- 
its diverted by sharp practice 
into this market - although he is 
unlikely to put the base in these 
terms. 

Meanwhile, the doctrinaire de- 
regulators are already making a 
shrill whining noise about the 
great services of Drexel Burnham 
to US enterprise, and the danger 
of using a little criminality as an 
excuse to undo the benefits of 
financial freedom, ft seems likely 
that these bleats will be treated 
in Congress with deserved con- 
tempt- The Hill is mounting some 
impressive (if belated) investiga- 
tions into financial malpractice, 
and it seems unlikely that Mr 
Alan Greenspan will take the 
occasion of his Humphrey-Hawk- 
1ns testimony this week to make 
his annual plea to the repeal of 
the Glass-Steagall Act The Fed 
Chairman, who in 1985 gave evi- 
dence on Capitol Hill in favour of 
letting S&Ls buy junk bonds, 
surely knows when to keep a 
tactful silence. 


Economics Notebook: UK rates policy takes hold 


London’s bane is regional boon 


FT 


THIS WEEK 


IT IS difficult to find much to 
cheer in the latest round of 
mortgage rate increases. 

But if there is any consola- 
tion in the Abbey National’s 
decision to lift its basic l ending 
rate by a hefty 09 percentage 
points to 15.4 per cent, it Is 
that it should help further to 
narrow Britain’s North-South 
divide. 

The process is already well 
under way. Mr Michael 
Howard, the employment min- 
ister, said last week that the 
largest falls in unemployment 
over the last year were in 
northern England followed by 
Scotland and Wales. The Gov- 
ernment’s tight monetary pol- 
icy started to do the trick last 
year as the heavily-mortgaged 
south-east was the first region 
to feel the effects of higher 
mortgage rates and falling 
house prices. 

The pattern has been exag- 
gerated by last year’s faff in 
the value of the pound and the 
buoyant state of Britain’s 
export markets in Europe, 
which are sustaining demand 
to manufactured goods from 
factories concentrated in the 

north am! Mlifliinik. 

Although the southeast may 
no longer be overheating, the 
legacy of strong growth in the 
late 1980s is painfully apparent 
in terms of congestion and the 
non-ava liability o f labo ur. Gov- 
ernment departments and pri- 
vate companies are still shift- 
ing operations to the regions as 
a result. One recent example 
was British Telecom’s decision 
to move up to B.OOO of its mana- 
gerial staff out of London to 
cheaper locations in the Mid- 
lands and north of England 
during the next seven years. 

Finally, the uniform busi- 
ness rate - combined with the 
first revaluation of business 
property since 1973 - will push 
up business costs far more in 
the south than in the north. 
This may encourage some com- 
panies to relocate, although 


many of those wrest hit are 
retailers which cannot move 
from their customer base. 

According to Mr Charles 
Burton, joint managing direc- 
tor of BSL Business Strategies, 
an economic research company 
that specialises in regional 
planning issues, London and 
tiie south-east will not be 
among the fastest growing 
regions in Britain during tiie 
next four years. Whereas virtu- 
ally all of Britain south-east of 
the Severn and tiie Trent 
enjoyed fast growth averaging 
between 2JL and 3.6 per cent a 
year between 1980 and 1989, the 
fastest growing regions 
between 1990 and 1994 will 
form a weat-to-east wedge 
across the country from south 
Wales to east Anglia and Lin- 
colnshire. BSL forecasts that 
this belt of relative prosperity, 
north of a line between 
Gloucester and Harwich, will 
grow at between 2.7 per cent 
and 3.6 per cent a year, com- 
pared with projected growth of 
2.4 per cent to 2.7 per cent in 
London, the south-east and 
south-west of England. 

Providing Britain avoids a 
full-blown recession. Mr Bur- 
ton envisages a "last in, first 
out” pattern developing in the 
economy, with those regions 
which experience less of a 
decline In the current slow- 
down leading the country out 
of the downturn before recov- 
ery in the southeast 

One consequence is that old 
Ideas about tiie north starting 
at Watford no longer hold 
good. Instead, according to Mr 
David Lomax; group economic 
adviser to National Westmin- 
ster wank, Britain's care pros- 
perity area now runs well 
beyond the extended London 
area to Bristol in the west and 
through the Midlands, into 
Lancashire and Yorkshire. 

In a recent speech to the 
Institute of Economic Affairs, 
Mr Lomax argued that 
improved communications 


have much reduced “the eco- 
nomic distance” between what 
had been considered fairly dis- 
tant parts of the UK. 

“What we have tended to 
regard as different regions, 
such as London, the west Mid- 
lands -and the east Midlands, 
would be regarded by people in 
other parts of the world as sim- 
ply slightly distant suburbs,” 
be said. 

Mr Lomax noted that people 
now seem keen to leave Lon- 
don. In particular, the high 
cost of residential property was 
“catapulting” young people at 
the start of their careers away 
from the capital 

He forecast that this trend 
would be marked in the early 
1990s. Young people would flee 
London to find accommoda- 
tion, and companies, faring a 
shortage of young people in 
any case, would “pursue them 
with vigour to any area where 
there is a trained labour force.” 

Mr Lomax made his remarks 
last month , but it is unlikely 
that conditions have changed 
greatly in the meantime. From 
tiie point of view of a young 
person starting a career, the 
beneficial effects of any inter- 
vening fan in London house 
prices will have been offset by 
the prospect of a generalised 
rise in mortgage rates follow- 
ing the Abbey National’s move. 

Mr Lomax’s advice to the 
Government was simply to 
acknowledge the favourable 
regional effects of its economic 
policy. Presenting what is 
doubtless still a minority view 
among economists, he said: 
"Ibis Government, and indeed 
any government, is within stri- 
king distance of announcing an 
end to the regional problems of 
the US, as we have known 
them, a "d of taking the credit 
for a massive relative improve- 
ment in the prosperity of the 
provinces.” 

Peter Norman 


INTERNATIONAL financial 
markets will be listening 
closely to Mr Alan G ree n s p an, 
chairman of the US Federal 
Reserve Board, who delivers 
his Humphrey-Hawkins testi- 
mony to the House Banking 
Committee of the US Congress 
'tomorrow. 

The markets are hoping to 
hear reassurance from Mr 
Greenspan about recent events 
in the US junk brad market 

- in particular, tiie collapse of 
Drexel Burnham Lambert — in 
order to assess their Impact on 
credit flows. 

This biannual event’s influ- 
ence on the market is 
undoubted, ft has been known 
to include nuggets about mone- 
tary policy, as well as reveal 
dues about the authorities’ 
thinking on faflartnn »nd inter- 
est rates. 

Mr Greenspan could tomor- 
row reiterate concern about US 
dependence an foreign cap it al 
to finance its budget deficit 
(the January figure is due out 
this Thursday). Also expected 
to issue from the testimony are 
new money supply targets. 

Today all government offices 
anid cash markets in the US are 
closed to President Washing- 
ton's birthday. 

January's money supply fig- 
ures are published In the UK 
tomorrow. They are expected 
to confirm that December’s fig- 
ures, which showed a surge in 
bank and building society lend- 
ing to £10Abn ($17.4bn), were 
buoyed by exceptional factors. 
January’s tending figure is pre- 
dicted bv mms international. 

the financial research com- 
pany, at £6bn. 

* The narrow money indicator, 
MO - representing mainly 
notes and coin in circulation 

- is expected to dip by 0.3 per 
cent in January after Decem- 
ber’s 09 per cent rise. On Fri- 
day, net new commitments by 
building societies are expected 
to show a slight fall to £2Rbn 
in January from £2-9bn in 
December. 

Also on Tuesday, will be the 
first meeting in East Berlin of 
the East-West German commit- 
tee to explore the way towards 


% change 

mull 



monetary union between the 
two Germanys. Today or 
tomorrow. West German 
money supply and import price 
data are due to release. 

Wednesday's US consumer 
price index is expected to 
reflect the weak health of the 
auto industry. None the less, 
the frid«»T which Inrfnrtes food 
and energy is billed to rise to 
0A per cent, twice the rate of 
the previous month. 

Other noteworthy events, 
meetings and statistics, with 
consensus forecast figures 
from MMS in brackets, are as 
follows: 

Today: UK, cyclical indica- 
tors for January. France, 
monthly industrial production 
for December. Australia, 
December retail trade. West 
Germany, money supply, MS, 
for January. 

Tuesday: Japan, January M2 
(10.4 per cent). France, Trea- 
sury Bill auction. Canada, 
annnai budget statement. 

Wednesday: UK preliminary 
output-based fourth quarter 
gross domestic product (0.4 per 
cent). US, real earnings for 
January. West Germany, secu- 
rities repo results. 

Thursday: US federal budget 
deficit - in January 1989 the 
deficit was $14.6. US, unem- 
ployment claims . Import and 
export price index 

Friday: US, January bank 
credit, auto sales. France, 
fourth quarter provisional 
GDP. 
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INTERNATIONAL CAPITAL MARKETS 


LEVERAGED BUY-OUTS IN EUROPE 


Mezzanine funding slips to a lower level 


THE DEMISE of Drexel 
Burnham Lambert and the col- 
lapse of the US junk bond mar- 
ket has brought on a bout of 
credit revulsion in the US. This 
and the high-profile problems 
of some big debt-financed UK 
buy-outs have severely dam- 
aged the market In subordi- 
nated. or "mezzanine" loans, 
the thankfully under-developed 
European equivalent of the 
Junk bond market. 

Mr Tom Swayne, the new 
corporate finance executive for 
Europe, Africa and the Middle 
East for Chase Investment 
Bask, has a fairly typical bank- 
ers* view. “The days when you 
put together a deal with a large 
slug of mezzanine, which was 
there really to make up for the 
foot that too much had been 
paid for the company, are 
over.* But deals with sensible 
capital structures and enough 
equity “will continue to be 
done.” 

But bow many transactions 


in Europe will Call into' this 
“sensible" category? The flow 
of deals seems likely to slow 
significantly, and their i 
size will come down J 
Apart from traditional 
overs, the focus will be on com- 
panies selling subsidiaries to 
management The likelihood of 
any big publicly-quoted compa- 
nies going private in deals 
financed by debt in 1990 
appears to be small and, in the 
UK, non-existent 

There is a division of opinion 
about whether mezzanine debt 
has a place in this new world. 
Certainly, where it is seen as a 
si gnal th at the buyer haw paid 
too much for a company, its 
prospects are not good. Inves- 
tors win not buy concepts such 
as pay-in-kind mezzanine, 
which delay cash returns to 
holders, since it will usually be 
seen as a signal of overpaying. 

Mr Rupert Wiles, a local 
director of 3i, f 
buy-out 


nine as having a place, but 
only to enhance the returns of 
equity investors. It should not 
be mere merely to allow buy- 
ers to pay over the odds. 

He believes there will be a “a 
greater desire to see the vendor 
participate in the transaction 
by providing the mezzanine 
part of tiie deaL" That taking 
on of subordinated loans by 
sellers used to be quite com- 
mon uk practice. 

The biggest holders of mez- 
zanine debt have been the 
banks. As they shy away foom 
senior debt, will they be inter- 
ested in the riskier mezzanine? 
Only a few see bank interest in 
mezzanine, and that because it 
is available in «www 1 Ib» bites 
than the senior debt Mr Wiles 
questions whether banks 
should have been there at alL 
“The wrung sort of investors 
have gone into the mezzanine. 1 * 
be says. Banks tend to over-re- 
act to losses; traditional equity 
investors handle them with 


more equanimity. Yet, equity 
investors in the UK have never 
been convinced of the advan- 
tages of mezzanine. 

But even if banks leave the 
market, there are still mezza- 
nine funds, with spare capacity 

- in limited size in each deal 

- to invest in mezzanine 
finance. Kle inwort Benson 
recently established an £83m 
European mezzanine ftnuL Its 
general manager, Mr Erik 
Linnes, will have two 1989 
investments to put in the new 
fund, but admits that the next 
deal may be tough to find. The 
others include Intermediate 
Capital Group, and Drexel’s 
own First Britannia. Mr Keith 
Harris, Drexel’s managing 
director, says Drexel almost 
fully vested its share of the 
£200m fund. It is one third 
invested and still looking for 

\llllihlflWL 

Hie largest player is proba- 
bly GE Capital, subsidiary of 
General Electric Capital Corpo- 


ration of the US. B suffered 
with its big mezzanine invest- 
ment in the buy-out of the 
kitchen retailer Magnet that 
went wrong only months after 
it closed. Yet some outsiders 
think- mezzanine may now be 
too insignificant for a company 
of G ee’s size to bother with. 
With banks retreating from the 
senior debt, they could have an 
an opportunity there. 

The proof of the pudding is 
in the eating. One leveraged 
financing viewed as a market 
bellwether has been the syndi- 
cation of loans in a $717m fin- 
ancing for the leveraged buy- 
out of Swedish Match. That is 
going very slowly. JJP. Morgan, 
the arranger, ^ bad to eyter ni 
for two or three weeks the syn- 
dication period. Banks are wor- 
ried about the asset disposals 
planned, and some are con- 
cerned by the sharp jump pre- 
. dieted in operating profits. 

Stephen Fidler 


INTERNATIONAL BONDS 


World Bank issue fails to 
live up to fond memories 


INITIAL reactions to the 
launch last week of the World 
Bank's second global bond 
issue were that the ambitious 
programme was still in place. 
But only just 

Such was the success of the 
first $1.5bn 10-year deal last 
year, that inevitably its succes- 
sor was surrounded by what 
one dealer described as reck- 
less hype. 

wi thin two days of the new 
$L5hn seven-year deal, much 
of that hype had evaporated. 
Investors and syndicate offi- 
cials realised they could not 
rely on this or any future deals 
automatically to tighten in 
spread terms. Debate centred 
on the undue of the bonds and 
the cultural difficulties caused 
by global Issues. US investors, 
used to the procedure in the 


NEW INTERNATIONAL BOND ISSUES 


Borrowers 

US DOLLARS 

Amount 

n, 

Maturity 

Av. Hie 
years 

Concern 

Price 

Bookrunner 

OBaryteM 

% 

Nagase & Co.*4 

200 

ISM 

4 

2*1 

100 

Daiwa Europe 

ggm 

Stend.Cr.Cards Tat W# 

690 

1995 

5 

9 

99.44 

Salomon Brothers 

9.14Q 

Stand.Cr.Carda Tat W# 

110 

1995 

5-2 

a* 

99.47 

Salomon Brothers 

0431 

Mlraco 1nL(Neth.)4 

30 

2000 

10 

M 

102 

Mitsubishi RiUnt 

• 

Samicfc MinJnstr.(0§S 

30 

2004 

14% 

i 

100 

Saangyonfl lnv.1 Sees. 

IjOOS 

Bmbadosp)**** 

20 

1907 

7 

i 

100 

Citibank 


World BankS 

13bn 

1997 

7 

84» 

100 

a Snchs/Mgn.Stantoy 

8.750 

Dong Ah Constr.fiJJ# 

100 

1997 

7 

35bp 

too 

Swiss Bank Corp. 


Sanwa Australia^ 

SO 

2000 

10 


102 

Sanwa bit 

9.556 


SOO 

2001 

T1 

8% 

6&815 

Safoman Brothers 

&887 


D-MARKS 


Belgium. Kingdom affljfe 
Star Micron ics Co-9# 

U-Shln Ltd.fV 

SWISS FRANCS 

SOO 

100 

to 

2000 

1994 

1994 

10 

4 

4 

A 

1*E 

TOO 

100 

100 

Deutsche Bank 

Deutsche Bank 

Nonusa Europe 

1J625 

V625 

Carter Hotl Harvey FliA 

(a) 

1995 


IS 

100 

S.G. Warburg Sodttte 

* 

U-Shin Ltd.**44 

40 

1994 


too 

UBS 

1625 

Hyogo Bank(g>**9+ 

200 

1994 

tel 


100 

Swiss Vofcsbsnk 

0350 

Toya Shutter Ca{h)**§e 

to 

1994 


Zero 

100 

Credit Suisse 

- 

Okl Electric Cabte***^ 

50 

1995 

• 

1*1 

100 

Yamaichl Bk pwtt4 

1.825 

Province of Manitoba ♦ 

200 

2000 



101 

UBS 

7.107 

NatNedertanden US**e 

75 

1385 

• 


101 

SBC 

730a 

CredHansteH-Bkveralne 

100 

2000 

■■ 

7h 

101 lz 

WlrtschaBs^ind Pite 

7384 

Kyushu Electric Powers 

150 

2000 

■ 

7h 

tot h 

SBC 

7^84 

STERUNG 

ECSC# 

to 

2009 

19 


100 If 

azw 

11^58 

Woolwich B.SocMy(mK+ 

250 

1994 

4 

1& 

100 

UBS Ph&flps & Draw 

• 

Nationwide Anglia4 

100 

1994 

4 

101% 

UBS PMiips & Draw 

13.161 

WestLB Finance# 

50 

1994 

4 


101.80 

NatWeatCap. Mnfcets 

12.639 

ECUs 

C.Cen- de Coapfcon^e 

200 

2006 

16 

(b) 

100.15 

ParBias Capital Mkts 


Export Dev. Corp.(n)# 

ISO 

1991 

1 

11% 

10135 

UBS Phfllips A Draw 

10X15 

FRENCH FRANCS 

Soc. Generate Acc4k)# 

URE 

500 

1995 

6 

Zara 

100% 

Sodets Ganetala 

■ 

BB# 

200bn 

1995 

5 

13% 

98% 

San Paota Bank 

13A84 


Borrowers 

Amount 

m. 

Maturity 

Av. life 
years 

Coupon 

Price 

Book runner 

Offer yfekf 
% 

AUSTRIAN SGHlUJN^i 








National Bfc Cd Hungary^ 
FINNISH MARKKA 

Ibn 

1997 

7 

9*2 

9045 

Credtt&nstalt-Ofcvor. 

0.612 

Hrniish Export Credit# 

LUXEMBOURG FRANCS 

200 

1993 

3 

13 

101 1* 

PosttpankW 

12.527 

Vante Bank A/SA*0 

300 

1993 

3 

lOSg 

101% 

Banque Paribas Lux. 

9A73 

Banque Indosuez-ParisArA^ 

300 

1895 

S 

10% 

101% 

Banque Indosuez Lux. 

10JJ12 

Banque tndosuez-Pari8**+ 
Memfl Lynch & Ca**+ 

300 

300 

1995 

1694 

5 

4 

10>2 

105 

101*1 

101*1 

Banque Indosuez Lux. 
Cradt European 

mo» 

9.949 

ASU-CGER FhanoeMr# 

300 

1994 

4 

10l 2 

101% 

Banque UCL 

9S10 

Cragem Finance**^ 

300 

1993 

3 

10* 

101 \ 

BGL 

9.675 

Thomaon-Brendt lnt.A*^ 

400 

1994 

4 

10% 

101*8 

Kredietbank Int 

9J64 

Renault Aoosptanca**# 

300 

1993 

3 

Wh 

101* 

BGL 

9.799 

Electrolux 

600 

1993 

3 

10* 

101% 

BGL 

9.996 

Credit du Nord**# 

300 

1993 

3 

10% 

101% 

Banque Poribaa Lux. 

8.725 

D’lateren Trading**# 

300 

1995 

5 

105 

101% 

Credit European 

10.038 

tnterfinance Cr.Nat**^ 

300 

1895 

5 

10 s ! 
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Kredietbank lot 


SKF A/B**V 

300 

1993 

3 

10* 

101* 

Credit European 

9to6 

Belgelectric Finance**# 1 

900 

1993 

3 

10* 

101.95 

Bqe Paribas Lux/BGL 

9560 

Hat France & Trade**# 

300 

1993 

3 

10% 

101.B5 

BGL 

moos 

E1B**+ 

300 

1996 

6 

10% 

101 h 

B1L 

9.850 

OAF BV**+ 

TEN 

300 

1993 

3 

10% 

101% 

Credit Europeen 

9.990 


domestic underwriting system, . 
were apparently prepared to 
accept the sharply-narrowed 
spread of 33.4 basis points at 
which the deal was finally 
launched. 

In Europe, however, inves- 
■ tore sounded out at a spread of 
between 35 and 38 basis points, 
found the reduction impossible 
to swallow. Most, including 
more than one central bank, 
decided not to participate. This 
left unexpected blocks of paper 
in the market and added: to 
downward pressure when the 
deal was launched. 

Of the third leg of the global 
market, Japan, there were con- 
flicting reports. It Is under- 
stood that an Important reason, 
why the World Bank decided to 
narrow the launch spread so 
aggressively was its belief that 
Japanese accounts were pre- 
pared to buy the paper even if 
the spread were to reach as 
low as 30 basis points. 

Indeed, the bank was 
informed that the apparent 
over-subscription by a factor of 
around four at the original 
price might allow it to launch, 
the deal safely at a narrower 
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25bn 

1995 

5 

7 

101.825 

IBJ Int 

6380 

30bn 

2000 

10 

OH* 

102 

Mitsubishi Fin. Int 

6.472 

lOtm 

1961 

I* 

14.4 

100% 

Nippon Credit InL 

13-435 

IBbn 

1968 

8 

25bp 

100 

YamaicW Int (Eur) 

- 

6bn 

1981 

1 

8 . 

100% 

Toyo Trust InL 

7.083 

lObn 

1883 

3H 

72. 

101% 

LTCB InL 

6.700 

IDbn 

1994 

4 

7V 

101% 

Daiwa Europe 

■am 

3bn 

1993 

3\ 

(o> 

10 1% 

Yamalchi Int (Eui) 

- 

lObn 

1983 

a 

71* 

101% 

Sanwa hit 

6.729 

lOtm 

1993 

3 

72 

10135 

Sumitomo Trust InL 

8.668 

7% hn 

1993. 

31* 

7h 

101% 

Nomura lot 

6325 
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Deep Japanese demand was 
vital to the strategy adopted by 
tire World Bank. When the deal 
was launched, however, the 
immediate after-market was 
thin and the spread against 
Treasuries widened. By late 
afternoon on Friday, one house 
dose to the deal said it bad not 
conduced a single after-mar- 
ket order in Tokyo. 

With the Treasury market 
showing signs of weakness in 
toe sessions after the launch of 
last week's deal, many inves- 
tors were facing losses of 
around % to. A of a point on 
their World Bank bonds. At 
one paint on Friday the semi- 
annual spread on the bid side 
readied 38 basis points. 

As it was, perhaps too many 
investors were persuaded by 
memories of the original global 
issue which for a time per- 
formed extremely well, allow- 
ing US investors in particular 
to sell their allocations to 
Japan for a profit. The exten- 
sive marketing that accompan- 
ied the deal, and the bank’s 
insistence on the importance of 
a successful precedent, ensured 
that Investors’ allocations were 
heavily cut back. 

When that experience is laid 


jdongslcte toe reports of freo* 
sued Japanese demand for the 
new bonds, it is easy to see 
why some clients were pre- 
pared to take . historically 
expensive paper. 

HOwever, the lessons drawn 
by investors from the first deal 
proved peculiarly inappropri- 
ate when applied to th e secon d. 
Last- year, even large investors 
struggled to get more than a 
few World Bank bonds at the 
launch price. When news of a 
second issue emerged, it 
appears the same investors 
made very exaggerated bids in 
an attempt to gain large blocks 
o f pa p gr This helped create 
the impression of exceptionally 
strong demand at the initial 
inrfiAfltoH spread. In choosing 
to cut the spread, the World 
Bank - opened itself to the 
charge of short-termism. It also 
drew attention to the problem 
of different market practices 
aroused by the global format. 

The bank opted to grab 
funds now and face the conse- 
quences later. Syndicate man- 
agers expressed no doubt that 
a third global issue would have 
to be more generous, particu- 
larly if It were launched In a 
currency other than dollars. 
They wondered whether the 
small saving in basis points on 
the current issue would back- 
fire. 

Has the decision damaged 
the prospects for the develop- 
ment of a genuinely global 
market in dollar bonds? 
According to syndicate manag- 
ers in London, the answer is 
no. There are several deals on 
the drawing, board that assume 
a single dollar market 

Andrew Freeman 
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DAISHINPAN CO., LTD. 

U.S. $100,000,000 

2Vi per cent. Bonds Due 1994 

with 

Warrants 

to subscribe for shares of common stock of Daishinpan Co., Ltd. 

Issue Price 100 per cent. 


New Japan Securities Europe Limited 


Sanwa International Limited 
Merrill Lynch International Limited 

Daiwa Bank (Capital Management) Limited 
Swiss Bank Corporation 

Iw uw c i nMWit Ranking 

Bankers Trust International Limited 
Cosmo Securities (Europe) Limited 
Credit Suisse first Boston Limited 
KDB International (London) Limited 
KOKUSAI Europe Limited 
LTCB International Limited 
Morgan Grenfell & Co. Limited 
Morgan Stanley International 
Towa International Limited 
S. G. Warburg Securities 


Deutsche Bank Capital Markets Limited 
Nomura International 

J. Hemy Schroder Wagg & Co. Limited 
Taiyo Kobe International Limited 

Barclays de Zoete Wedd Limited 
Credit Lyonnais Securities 
IBJ International Limited 
Kleinwort Benson Limited 
Kredietbank International Group 
Manufacturers Hanover Limited 
J. P. Morgan Securities Ltd. 
Shearson Lehman Hutton International 
Toyo Trust International Limited 
Thmaichi International (Europe) Limited 



This announcement 
appears as a matter 
of record onljt 

February 1990 


Dong Ah Construction Industrial Co., Ltd. 

(toGorpontadta the Rapubifcot Korea wflh BmHedKabUty) 

U.S.$50, 000,000 

VA per cent. Convertible Bonds due 2004 

Issue Price 100 per cent 


Lead Managers 

Swiss Bank C or p or ation 

Investment Banking 

Co-Lead Managers 

Commerzbank 

AkUengaaeUechaft 

Kleinwort Benson Limited 

Ssangyong Investment & 

Securities Co., Ltd. 

Co-Managers 

Barclays de Zoete Wedd Limited 

Bayerische Verelnsbank 

Afcflanfla a a Ha ohMt 

James Capel & Co. 

Daewoo Securities Co, Ltd. 

Dahwa Europe Limited 

First Securities Co., Ltd. 

Hoare Govett International Securities 
Limited 

Jardine Fleming Securities Limited 

Kidder, Peabody International Limited 

Morgan Grenfell & Co. Limited 

The Nikko Securities Co* {Europe) Ltd. 

Sanyo International Limited 

Seoul (Asia) Finance Ltd. 

Soc&t6G£n6rale 

S.G. Warburg Securities 

Underwriters 

Amsterdam-Rotterdam Bank N.V. 

Hanheung Securities Co., Ud. 

Korea First Investment Limited 
Pacific Securities Co., Ud. 


Dongsuh Securities Co,, Ud. 

KEB International Limited 
Nomura International 


Baring Brothers & Co., Limited 
BSFBanca della Svizzera Ita liana 
Credit Lyonnais Securities 
Dafshin Securities Co., Ltd. 

DGBANK 

Deutsche Genossenschaftsbank 
HanshinSecurfttes Co., Ltd. 

Hyundai Securities Co., Ltd. 

KDB Asia Limited 

The Lucky Securities Co., Ltd. 

New Japan Securities Europe Limited 

Nippon Kangyo Kakumaru 
(Europe) Limited 

J. Henry Schroder Wagg & Co. Limited 

Shlnyoung Securities Co., Ltd. 

Tbyo Securities Europe Ltd, 

Yamalchi International (Europe) Limited 

Coiyo Securities Corporation 
Hanyang Securities Co., Ltd. 

Lazaid Brothers & Co., Limited 
Seoul Securities Co., Ltd. 



Swiss Bank Corporation 

Investment Banking 


a tftfeton at Bank CopeoUen 
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Mack’s $185m loss exceeds forecasts 


By Roderick Oram in New York 


MACK TRUCKS, battered by a 
deep sales slump and extraor- 
dinary charges, has reported a 
tax bigger loss lor the fourth 
quarter and year than Wall 
Street bad expected. 

The Cull-year loss was 
$185. 4m, or $€.24 a share, 
against a net profit of $3L8m. 
or $1.07, a year earlier. For the 
fourth quarter ended Decem- 
ber, Mack reported a net loss of 
$79.5m or $2 j 67 a share, against 
a net profit of 513.8m or 47 
cents a year earlier. The 
period included an extraordi- 
nary tax charge of $664,000 
while the year earlier one 
inducted a tax gain of $3.4m. 

Given the weakness of the 
US truck market, “we expect 
that losses, although on a 


smaller scale, will continue 
into 1990 as our recovery pro- 
gramme continues,” said Mr 
Ralph Reins, fhsrit-man 
To help improve its finances. 
Mack has reached an agree- 
ment in principle on a $50m 
convertible subordinated loan 
from Renault,, the French 
motor group which has a 45 
par cent stake in it 
if Renault chooses to convert 
the 20-year debenture, it would * 
boost its interest in Mack to 55 
per cent 

Alternatively, Renault could 
convert existing stock war- 
rants to raise its stake to more 
than 50 per cent. 

Mack said it had also 
reached agreement with its 
bankers on a three-year refi- 


nancing of 5148m of debt 
Adverse items in the most 
recent quarter included a 
$UL9m charge for settling a dis- 
pute with a major supplier and 
a $12£m charge for the cost of 
cutting its workforce. 

Sales plunged to $370.8m 

from $544. 7m a year earlier. 
Heavy and medium-duty truck 
deliveries Cell by 38 per cent 
and 48 per emit respectively. 

In addition to the fourth- 
quarter charges, the company 
also suffered from a $54m 
Increase In warranty and 
related costs reflecting the dif- 
ficulties it had introducing a 
new truck model and a new 
12-litre engine. 

Full-year sales dropped 17 
per cent to $L75bn from $2Jbu. 


VW sales up 10% to DM65bn 


By Katharine Campbell in Frankfurt 


A RECORD turnover at 
Volkswagen will bring signifi- 
cantly higher profits for 3989, 
the West German car manufac- 
turer said in a letter to share- 
holders. 

The buoyancy of the Euro- 
pean Tnarkpt has underpinned 
a 3 per cent growth in sales to 
2.94m VW, Audi and Seat cars 
worldwide. A move up market, 
both in terms of the modda 
themselves and their fittings, 
has boosted the value of «aiea 
10.5 per cent to DM65bn 
($38.7m). 

Most analysts are fo recastin g 
group net profits - to be 
an nounced in May - comfort- 
ably in excess of DMlbn. The 
comparable figure for 1988 was 
DM780m. . 

European sales totalled 

Asko furniture 
{dans dropped 

By Katharine Campbell 

ASKO AND Metro, the West 
German retailors planning two 
joint ventures, are modifying 
the construction of one of the 
new groups, in the hope of 
making the package more 
acceptable to the federal Cartel 
Office in Berlin. 

They have dropped plans to 
bring their respective furniture 
businesses into Deutsche SB- 
Kauf as, with combined sales 
of DM3-3bn ($L9m), they felt 
the move might have prompted 
an investigation. - 


2.14m cars, enabling VW to 
retain its coveted number one 
position in continental Europe, 
just ahead of Fiat with a 15 
per cent market share. While 
its cost control programme 
proceeds, the c ompan y is giv- 
ing up some of its savings in 
higher specification cars to 
retain its lead over' Fiat ana- 
lysts pointed out. 

It is the European export 
markets - Italy, Spain, and 
France - which are behind the 
company’s solid growt h perfor- 
mance, and sales here were 9-3 
per cent above those recorded 
for 1988. The Passat did partic- 
ularly well in these markets, 
almost doubling volumes. 

One analyst noted that VW 
would face, along with domes- 
tic manufacturers, considera- 


bly tougher competition in the 
more protected European mar- 
kets - notably Italy and Spain 
- as the internal market is 
freed up from 1993. 

Domestically, meanwhile, 
deliveries fell L5 per cent to 
854,000 vehicles, though VW 
reported significant growth in 
the Passat and Seat models as 
weH as in sales of commercial 
vehicles. Fierce price competi- 
tion in the US led to a sharp 19 
per cent drop in turnover. 

The company’s Latin Ameri- 
can activities grew slightly, 
with a total of 371,000 VWs 
sold. While strike disruption at 
car component manufacturers 
set the Brazilian Autolatlna 
operation back, the Mexican 
plant sold 85.000 cars, repre- 
senting a 40 per cent increase. 


Oce raises net by 11% 


OCE-VAN Der Grinten, the 
Dutch copier and office equip- 
ment company, increased net 
profits by 11 per cent to 
FI 84.7m ($44&n) for fiscal 1989, 
AF-Di reports, 'nils compared 
with FI 76m for 1988, and was 

in ffa" With 

Sales in the year ended 
November 30 rose 14 per cent 
to F12J3bn from FlL86bn in 
fiscal 1988. After the elimina- 
tion of sales from the 1989 
acquisition of a graphics com- 
pany and the effects of 
exchange rata transactions, the 
underlying rate of sales growth 
in 1969 was 8 per cent. 


Higher finnnring costs and 
taxes meant Oce’s operating 
profits rose faster than net 
profits — up 17.8 per cent to 
FI 144 -8m. Financing costs in 
fiscal 1989 rose 33 per cent to 
FI 24m from FI 18m in 1988. 

Although Oce increased its 
n um ber of nutefawJfag shares 
by 3 per cent as the result of 
conversions, net profit per 
share rose 8^ per cent to 
F128J8 per share. 

Oce is considering a ftve-for- 
one one stock split and the 
payment of an ™«*kangaii 1989- 
dividend of £110 per ordinary 
share. 


This Notice is issued by Hoare Govett Corporate Finance Limited, a member of The Securities 
Association, in compliance with the requirements of the CouncS of The International Stock Exchange of 
the United Kingdom and the Republic of Ireland Limited (The Stock Exchange"), ft does not constitute 
an Invitation to the public to subscribe for, or purchase, any shares. 


THE SCOTTISH ASIAN INVESTMENT COMPANY LIMITED 

(A dosad-ended cqmpany incorpo ra te d with Bmttad liability under the taws of Jaraay, registered number 46480) 

to be managed by 

MURRAY JOHNSTONE (JERSEY) LIMITED 

Placing by 

HOARE GOVETT CORPORATE FINANCE LIMITED 

of 3,500,000 Participating Shares of US$0.01 each at a price of US$10.50 per 
share payable in full and 700,000 Warrants each to subscribe for one 
Participating Share at US$1 0.50 in units of 5 Participating Shares and 1 Warrant 

Application has been made to the Council of The Stock Exchange for the Shares 
and Warrants, now proposed to be Issued, to be admitted to the Official List It is 
expected that such Shares and Warrants will be admitted to the Official List, and that 
dealings wfll commence, on 22nd February, 1990. 

Particulars of the Shares and Warrants are expected to be available in toe 
Statistical Services of Extel Financial Limited on 21st February, 1990 and copies of the 
Racing Memorandum which comprise listing Particulars relating to The Scottish Asian 
Investment Company Limited may be obtained during normal business hours from toe 
Company Announcements Office of The Stock Exchange on 20th and 21st February, 
1990 and until 4th March, 1990 (Saturdays and public holidays excepted) from:- 

The Scottish Aslan Investment Company Limited 
Le Gailais Chambers 
54 Bath Street 

St Hefier, Jersey, Channel Islands 

Hoare Govett International Securities Limited WJ. Carr (Far East) Limited 
4 Braadgate 1 London Bridge 

London EC2M 7LE London SE1 9TJ 

19th February, 1980 


U.S. $250,000,000 

Canadian Imperial Bank 
of Commerce 

(A Canadian Chartered Bank) 

Floating Rate Subordinated Capital 
Debentures due 2085 

Notice is hereby given that for the six months interest period from 
February 20, 1990 to August 20, 1990 Ihe Debentures will carry an 
Interest rate of 834% per annum. The Interest payable an the 
relevant Interest payment date, August 20, 1990 against Coupon 
No. 8 wBI be US. $4273$ and US. $4,273.60 respectively for 
Debentures in denominations of U.S. $10,000 and U.S. $100,000. 


By: The Chase Manhattan Bank, N A. 
London, Agent Bank 

February 19, 1890 



KAN8AL US-OS AKE- 

PANKK2 

JPVIO.060,000,000 
Floating Rato Secured 
Notes Due 1991 
For the 6 months period 15& 
fiabruoy, 1 990 to 1 5th August, 
1 990 the Notes beorihe interest 
role of 1.8352% per annum. 
JP¥1 8,352 w« be pavobto 
from 15th August 1990 
per JP¥l,00O0M principal 
amount of Notes. 


Yamaichi International 
(Europe) limited, Agent Bank 


Deliveries of heavy-duty tracks 
tell 21 per cent and medhnn- 
duty trucks declined by 20 per 
cent 

Mack also said it had 
reached agreement with the i 
United Ante Workers an a con- 
tract for its Winnsboro, South 
Carolina, p lw^, ! 

It was opened in August, < 
1987. as a highly-automated, 
non-nnionised plant designed I 
to cut manufacturing and j 
labour costs. Innumerable 
problems dogged production 
into 1988 end the union finally 
won recognition there last 
year. 

“We have been able to signif- 
icantly strengthen our relation- 
ship with the UAW in recent 
months,” Mr Reins said. 

US regulators 
take control of 
Kansas thrift 

By Janet Bush in New York 

FRANKLIN Savings 
Association, a large savings 
and loan based in Karatra, has 
become the latest troubled 
thrift to he taken over by the 
Government. 

Federal regulators took con- 
trol of the thrift with assets of 
$LL4bn last Friday. The Office 
of Thrift Supervision said that 
Franklin’s net worth would tell 
to a negative $44 .3m after 
examiners forced the thrift to 
make several accounting 

riwngp« 

Regulators forced Franklin 
to record $U9m in losses from 
futures trading which it had 
intended to write off over 
seven years and said that the 
thrift would also probably lose 
another $l85m on zerocoupon 
bonds that it Issued in 1984. 

Franklin’s problems, nnlike 
many other troubled thrifts, 
did not stem from heavy 
investment in high-yielding 
junk bonds or real estate. 

Hie Office of Thrift Supervi- 
sion Franklin's operations 
deteriorated over the last is • 
months because it was unable 
to generate sufficient profits 
from securities trades or inter- 
est Income to cover high-inter- 
est payments needed to attract 
deposits. 

Mr Ernest Fleischer, 
removed as chairman on Fri- 
day, designed revolutionary 
new financial instruments 
at reducing toe risks of 
i n terest rate volatility. 



THE SOVIET UNION 

The Financial Tbnea p roposes 
to publish & Survey ou the 
above on 

12th March 1990 

For a fUl editorial synopsis and 
advartuancni details, please 
contact: 
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£150,000,000 

HMC M0RT6A8E NOTES 4 PLC 

Ctaaa A 

Mortgage Bactod Floating Hate 
Notes dua August 2021 
For ths Interest Period from 
February 15, 1990 to May 15, 1990 
the Note. Rate has been deter- 
mined a 15.3075% per annum. 
The i nterest payable on the rele- 
vant interest payment date. May 
15, 1990 wtt be £3,747.14 per 
£100,000 nominal amount. 
BytlhaGten Matte BateJUL 
Uadoa.AontBaak 
February 19, 1990 


£9,000,000 

HUKKORTGMBE NOTES 4PLC 
GiassB 

Mortgage Backed Floating Rate 
Notes due August 2021 
Far the Interest Period from 
February 15, 1990 to May 15, 1990 
the Note Rate has been deter- 
mined « 160875% per annum. 
The i nterest payable on the rele- 
vant interest payment dote, May 
15, 1990 MS be £3,922.71 per 
£100,000 nominal amount. 
ByTteCteteUa tea ttMOak.HA 
Lata, tate Bank 
February IS, 1990 


Echo Bay 
Mines hit by 
cut in metal 
reserves 

By Kenneth Gooding, 

Mining Correspondent 

SHARKS in Echo Bay Mines, 
fourth-largest of the North 
American gold producers, fell 
by 12 per cent on Friday after 
the company revealed there 
was far less gold and silver 
in its McCoy-Cove deposit in 
Nevada than previously esti- 
mated. 

The shares, quoted on the 
Toronto stock exchange, 
dosed C$23* lower at C$19^. 

Echo said precious metal 
reserves at McCoy-Cove. by far 
its most important develop- 
ment project, had been 
reduced by 39 per cent. Under- 
ground raining would still go 
ahead but at a much reduced 
rate. 

The company hastened to 
assure analysts it had nn* 
maA» similar miscalculations 
at its two development pro- 
jects in Alaska. 

1 Echo reported a fourth-quar- 
ter loss of US$11.2m or 12 
cents a share compared with a 
profit of US$l7.7m or 18 cents 
after taking account of a 
US$20m writedown on invest- 
ments, mainly in the Mnsco- 
cbo c om p a nies. 

For the year there was a 
profit of US$ifim or 16 cents 
against a profit of US$54.4m or 
56 cents. 

Downturn at 
Kirin Brewery 

By Our Financial Staff 

KIRIN BREWERY, Japan's 
biggest beer producer, regis- 
tered pre-tax profits of 
Y64.6ba ($448m) for the whole 
of last year, against Y64.7bn 
for the previous 11 months. 

The group forecasts a fur- 
ther setback this year, blam- 
ing increased competition, a 
declining market, and the cost 
of new products. Pretax prof- 
its are expected to reach just 
Y5&5bn In 1990. 

Sales were Yl^OObn last 
year, against Yl,180bn for 11 
imwithn, but are projected to . 
edge up to YL260bn this year. ; 

A maintained total dividend 
of Y7.50 per share is being 
paid for 1989 from net earn- 
ings of Y28.21, down from 
Y32.05. Earning s axe forecast 
at Y2444 in the c urr e nt year. 


Commerzbank, Hispano 
in Banco di Roma talks 


By Peter Bruce In Madrid 

BANCO Hispano Americano of 
Spain and West Germany’s 
Commerzbank have begun 
talks with Banco di Roma, the 
big state-controlled Italian 
bank, which could soon result 
in the three h»nk« CTrtwng in g 
equity holdings. 

Hispano confirmed that the 
Spanish and West German 
banks had begun talks to take 
positions in Banco di Roma 
which would then enable bet- 
ter to the Italian bank’s 
information network and for 
all three banks jointly to 
develop new banking products. 

Commerzbank has owned 10 
per cent of Hispano since 1973 
and the Spanish bank last year 
bought 5 per cent of Commerz- 
bank for some Pta9bn ($83m). 
The two hanks, plus Banco di 
Roma and Credit Lyonnais of 
France are all members of 
Europartners, an informal 

hanking consortium. 

Hispano’s purchase of a 
stake in Commerzbank last 
year was designed to 
strengthen this arrangement 
ahead of 1392 but efforts to 


interest either Banco di Roma 
or Credit Lyonnais in a similar 
deal have so far come to noth- 
ing. This is because both are 
nationalised and political inter- 
ests have limited the entry of 
foreign capttaL 

But the recent appointment 
of a Christian Democrat, Mr 
Franco NobDi, as head of the 
Italian Institute for Industrial 
Reconstruction (Iri), which 
owns 77 per cent of Banco di 
Roma, appears to have opened 
the way for both the German 
and Spanish partners. 

Hispano would not comment 
on reports that it and Com- 
merzbank could take a maxi- 
mum stake of 15 per cent each 
ha Banco di Roma, one of the 
five largest banks in Italy. 

Although Banco di Roma’s 
political future remains 
unclear, it is expected to form 
part of a big reorganisation of 
Italian credit institutions and 
some reports have suggested 
that as part of this Istituto 
Mobiiiare Italiano (Imi), the 
state-owned medium-term 
credit operation, may take con- 


trol of Banco di Roma. 

• Commerzbank said the deci- 
sion was a political one, to be 
made in Italy, but it had heard 
indications that Iri was ready 
to divest up to 25 per cent of its 
holding to Tmi, writes Kathar- 
ine Campbell in Frankfurt 

This might then enable Com- 
merzbank, and possibly Banco 
Hispano Americano, each to 
take a small share of the Imi 
holding. Commerzbank regards 
this as a deepening of the 
Europartners relationship, 
which has been in existence 
since 1971 but has warmed up 
recently in the light of post- 
1992 prospects. 

• Banco di Roma has 
announced a large Euro-lire 
certificates of deposit pro- 
gramme which widens the 
Tange of lire instruments for 
international investors. 

The bank is the issuer and 
arranger of the L200bn pro- 
gramme, which will be priced 
on a demand basis. Dealers are 
Nomura, UBS Phillips & Drew, 
Deutsche Rank and National 
Westminster Rank 


COMPANY NEWS IN BRIEF 


POWER Financial, Mr Paul 
Desmarals’ financial services 
group, will make a C$35 ,3m 
(US$29.4m) special charge for 
1989 stemming from the Chap- 
ter 11 filing by Drexel Burn- 
ham Lambert in New York, 
writes Robert Gibbens. 

Power Financial, which is 
almost 70 per cent owned by 
Mr Desmarais* main teiiiing 
company. Power Corporation 
of Canada, has a 23 per cent 
interagt in Geneva-based Par- 
gesa. Pargesa has made a 
C$146m frill writedown of its 
indirect investment in Drexel 
for 1989. 

■Ctieo, the South African 
tobacco and snack foods com- 
pany contrnTlari by BAT Indus- 
tries of the UK, lifted 1989 pre- 
tax profit to R36m ($14m) from 
B3L4m. 

Utico and its main competi- 
tors are benefiting from black 
consumers’ shift towards 
ready-made cigarettes and a 
general increase in cigarette 
consumption among black 
South Africans. Turnover was 
Rafiim against R3Um in 1988, 
writes Jim Jones. 


■ St Lawrence Cement, the 
Canadian arm of the Swiss 
Holder hank group, reported a 
17 per cent tall in 1989 net 
earnings to C$72_Lm (US$6Qm) 
or $L78 a share from $86.6m in 
1968. K blamed a slowdown in 
construction in the Quebec ami 
the North Eastern US. How- 
ever the Ontario market con- 
tinued to grow. Total sales fell 
just 1 per cent to C$727m, 
writes Robert Gibbens. 

■Benguet, the Philippines’ big- 
gest gold producer, posted con- 
solidated net profit of 342Sm 
pesos ($15.6m) last year, a 
sharp cut from 470i0m pesos in 
1988, Renter reports from 
Manila. The company attri- 
buted the deeiigp mainly to the 
lower price of gold, which aver- 
aged $381 an ounce against 
$429. Revenues were 3.97bn 
pesos compared with 4j*2bn 


■ Nippondenso, the Japanese 
car pmrts producer of which 
Toyota Motor owns 22.9 per 
cent, lifted pretax profits UL3 
per cent to Y98 iStm ($67£bn) 
last year, slightly outpacing a 


9.8 per cent growth in sales to 
Yl,230bn, writes Our Financial 
Staff. Net earnings per share 
were Y56.24 against Y50.82, 
from which a YU regular divi- 
dend is being paid, although 
the company has also been 
making small special and com- 
memorative payments. 

■Bow Valley Industries, the 
Canadian energy group in 
which British Gas has a large 
interest, boosted 1989 net prof- 
its to C$25.7m (US$2L4m) from 
C$l&3m In 1988. Diluted earn- 
ings per share were 17 cents 
against a loss of four cents in 
1988. Year-end proved reserves 
were 749m barrels of oil, up 5 
per cent from a year before, 
and LQ28bn cubic feet of natu- 
ral gas, up 5£ per cent. Renter 
reports. 

■ Bank of New Rw gfainl said as 
many as 2,000 employees would 
be laid off as part of its attempt 
to downsize and curtail losses. 
The bank raid the figure was a 
"preliminary number," and 
excluded other staff reductions 
through attrition and asset 
sales, Reuter reports. 


This announcement appears as a matter of record only. 


British Gas' 
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Calm response to Drexel collapse Tax and inflation fears hit prices 


"AT FIRST, there win almost 
be a conspiracy of optimism. 
US regulatory authorities, 
including those at the Federal 
Reserve, will have a bias in 
their statements towards calm- 
ing mar kets and asserting that 
the Drexel case can be isolated 
and the damage contained. 
These statements represent 
hope not knowledge, and 
should be discounted accord- 
ingly." 

This view Is expressed by Mr 
Blufbtd Putnam, an economist 
with Kleinwoit Benson Securi- 
ties. There is little doubt that 
US regulators decided not to 
help Drexel and that they have 
appeared quite pleased with 
events. 

The financial markets hardly 
seemed to react to news of 
Drexel’s troubles, a reflection 
partly of the fact that Drexel’s 
market share had been dwind- 
ling over the past year anyway 
as the firm’s business suffered 
in the wake of the guilty pleas 
on six charges of securities 
fraud. 

The relative calmness of the 
response in markets testified to 
the comparative smoothness 
with which Drexel sold its 
holdings of Treasuries, corpo- 
rate and mortgage-backed 
bonds and high-yield issues. 
The junk market did very well 
with some brave bargain-hunt- 
ers viewing the calm as a 
signpost that the bottom of 
the market had finally been 
found. 

Some pressure on Treasury 
bond prices could be felt as 
Drexel liquidated its position. 
Corporate bonds generally held 
steady and the mortgage- 
backed market saw investors 
sitting on the sidelines unto, 
the entire portfolio was 
divested. 

That eventually happened at 
the weekend with Goldman 
Sachs, the Wall Street invest- 
ment bank, agreeing to acquire 
the entire mortgage-backed 
portfolio subject to approval 
from Drexel’s clients. The com- 
panies said the portfolio for 
current settlement was modest 
while the forward portfolio was 
diversified and hedged. They 
hope to complete the transfer 
by Thursday. 

According to Smith Barney 
Harris Upham, Drexel has 
about $ 45hn in securities for 
forward settlement, the bulk of 
that is mortgage-backed. 

When the dust has settled, 
mortgage-backed securities 
may be some of the biggest 
beneficiaries of uncertainty 


surrounding prospects for the 
high-yield market. Foreign 
institutional interest in mort- 
gage-backed securities has 
already increased quite signifi- 
cantly in recast weeks. 

Diesel's failure appears to 
have had only a limited dom- 
ino effect on other markets and 
the financial system, and the 
Adminis tration judged the situ- 
ation “stable." However, it 
would be wrong to conclude 
that there are no longer-term 
ramifications. 

An important one could be 
the impact on the eventual 
cost to the Government of bail- 
ing out troubled savings and 
loans. They were among the 
major buyers of Junk bonds 
and, in spite of the market’s 
relatively steady performance 
last week, they are already 
crippled with, deeply-dis- 
counted junk bond holdings 
and some probably could not 
stand another slice of price ero- 
sion. 

The Treasury bond market 
was undermined last week by 
news that Resolution Funding, 
charged with selling debt to 
finance the thrift rescue, wifi 
be allowed to borrow from the 
Federal Financing Bank 
(which gets its money from the 
Treasury) to raise working cap- 
ital 

If more thrifts become insol- 
vent because of their exposure 
to junk bonds, these capital 
needs could grow. 

A second interesting ques- 
tion Is how vulnerable the 
commercial paper market is. It 
has to be remembered, amid 
the Drexel drama, that Inte- 
grated Resources, which last 
vear itofimitpd on its commer- 
cial paper, filed for protection 
from its creditors on the «ame 
day. 

If a company with a frankly 
inadequate capital structure 
such as Integrated is an issuer 
of commercial paper, maybe it 
is not the rock solid market it 
used to be. 

A third, langeramge ques- 
tion is whether the largest 
psychological impact of the 
demise of Drexel will be a 
new unwillingness by lenders 
to extend credit on the gener- 
ous terms seen Increasingly in 
the 1980s. At a time of slow 
e conomic grow t h , Bits could be 
a further depressant on the 
margin. 

The Federal Reserve Board 
has just released the results of 
its latest survey of sgni^n* lend- 
ing officers, polled last month. 
The results show that about a 


fifth of the respondents 
reported a decreased willing- 
ness to extend overall business 
credit during the past six 

Nearly three-quarters had 
tightened their credit stan- 
dards for merger-related loans 
and over half did for non- 
merger related loans to below- 
investment grade firms. 

It would be an irony indeed 
If the bankruptcy of Drexel did 
anything in the long-term to 
encourage a revival of the 
tight-fistedness of lenders to 
emerging companies with no 
track records. 

This was what Mr Michael 
Milken’s Junk bonds aimed to 
alleviate. 

All these paints will be the 
stuff of much discussion over 
coming months but were prob- 
ably the least concern in the 
financial markets last week. Of 
far more immediate (and possi- 
bly long-term) i m po rtan ce were 
the ramifications of political 
developments overseas. 

Yesterday, as the Lower 
House elections proceeded in 
Japan, rises in interest rates 

omf infltrHstn i nw nfci a tf . 

Election forecasts, yesterday, 
were for the ruling LDP party 
to maintain a majority. 

The most significant devel- 
opments, however, were hap- 
pening in Europe with plans 
for the reunification of Ger- 
many p roceeding at a fair (dip. 


Economists pored over the 
implications of monetary and 
economic union. 

Hie first reaction has been a 
burst of concern about the 
inflationary Impact of e xt ra, 
spending in the West to help 
file East which has caused a 
surge in West German interest 
rates. According to figures pro- 
vided by Barclays Bank filter- 
national the yield on 10 -year 
German government bonds 
now stands 1 2 basis points 
above the equivalent Treasury. 
That is historically significant 
and gives pause for thought for 
these investors who have 
Mindly invested money in the 
US for years. 

Clearly, rising yields over- 
seas have been weighing on 
Treasuries, and Bundesbank 
policy will be a big factor in 
the US market With fiscal pol- 
icy in Germany on an expan- 
sionary co u rse, it will be even 
more crucial for the Bundes- 
bank to mftfntflfa tight mone- 
tary policy. 

While it is perceived to do 
so, German yields may not rise 
much further. Inflationary 1 
expectations have already 
risen considerably and perhaps 
now is the time to focus more 
on file benefits of productivity, 
not to mention tax revenues,- 
from a mttoo of hard-working 
East Germans. 

Janet Bush 
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A FALL in prices of half a 
paint an Friday- left yields on 
long-dated gflte ctecto g above 
11 per cent for the first time 
since December 1986. 

In 1986 it was the aftermath 
of a particularly bloody public 
s pending round which affected 
the market. This time it was a 
related phenomenon - the 
evaporation of the- Govern- 
ment’s fiscal strength - and 
some ghastly inflation news. 

Anyone still betting on & 
pre-Budget rally in the market, 
must have closed up shop on 
Friday. To many, the Bank of 
England’s buy-in of gilts is 
over. 

The Government’s forecast 
of fourth-quarter retail price 
inflation at 5% per cent and, 
imphdfiy, the underlying rate 
at about S per cent now appear 
hopelessly optimistic. 

The risks and uncertainties 
aQ appear to be in the direction 
of a smaller Budget surplus 
and higher iwfifrflnn. Although 
there are broadly two schools 
of thought in respect of the 
likely fiscal position in 1990/91, 
most analysts agree that the 
outturn for the public sector 
borrowing requirement this 
financial year will be between 
£7bn and £Sbn. 

Where the analytical frater- 
nity splits is over the question 
of Ur John Major’s Budget 
Judgment. Even those who 
think that much of this year’s 
undershoot was down to spe- 
cial factors are forecasting 
broadly similar PSBR sur- 
pluses as those who do not 


UK giltw yields 

Restated at par (%) 
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The question therefore is, does 
the chanw»iinr raise the tax 
burden over and above an 
inrior base? 

Those who answer the ques- 
tion in the affirmative are 
looking for a 1990/91 PSBR sur- 
plus of £8bn to £20bn; those 
who answer it in the negative 
foresee a Budget forecast of 
STbn to £8tm, tiiat fr, tbe Trea- 
sury’s old game of carrying for- 
ward as a forecast the latest 
year’s outturn. 

Those forecasting a rise in 
taxes are doing so for two rea- 
sons. Some think the Treasury 
will want to keep to last year’s 
Red Book profile for the PSBR, 
which indicates a surplus of 
£10bn. Others, that the Budget 

JnH gmant — of flnft fam . 

mg - will require a net 
increase in taxes of about nbn 
or so. 

Against a net tax rise is a 







fairly compelling political 
ar g ume nt . Mr Major was vocal 
in the Commons during the 
debates about Ms predecessor’s 
. f4fan tax cut in 198& The Trea- 
sury line then (and now) is 
th at the macro-economic effect 
-of those tax cuts was negligible 
in comparison to tbe£40iai rise 
in bmrowing dnring 1988. 

Mr Major will face an incredr 
nlous Commons if, to retain Mr 
Lawson’s 1989 Red Book fore- 
casts or to fine-tune, he raises 
taxes. The question be will be 
asked is: if £4bn of tax cute had . 
no macroeconomic effect, why 
would a £lbn or so tax rise 

tiaw a dfealrab lp pffiwt? Hairing 

taxes could, therefore, be diffi- 
cult for the Chancellor to 
finesse. 

At either end of the range 
(£7bn or £10bn) the market 
faces either a modest issuance 
of gflta by the Bank, ora cab- 
ttnnatixm of the buy-back, but 
of a negligible a ii w m i i But' if 
the political arguments about a 
rise in taxes prevail then, 
mwnwrfng accuracy in the mar- 
ket forecasts, waiuft of gilts in 
the coming year axe likely. 

Ona£7bnto£8hnPSBRsnr- 
plus outturn, the Bank’s under-, 
fund (excessive purchases of 
gflts) tins financial year could 
be around £2bn to £3bn, and 
that is net of the cumulative 

Tmftorftmd nf flmr wmd Whn with ' 

which it started the Ihwiiriai 
year. Redemptions in l990/91 
are set to be about £7.5hn, con- 
ventional epd index-linked.: 

The orders of magnitude in 
the coming year are not great 
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The Bank could fulfil its 
requirement to issue stock by 
letting it out via open market 
ope rations. It would probably 
favour, the stocks It wants to 
keep Squid, thereby bolstering 
its convection programme. If 
there were to be a tap, then 
last year's Budget hinted that 
it would most probably be 
index-finked. 


for gilt sales, the past suggests 
they would be done' sooner 
rather Aten later. The Bank 
usually . likes a. head - Start* 
Wbenit was. a seller it concen- 
trated; sates in the early part of 
the year and when, it toss a. 
buyer it did the same.' 

But the really interesting 
year is 1991/92. Already this 
antunui’s spending round is 
»Jiapfng up to be a gladiatorial 
affair. Last year the Treasury 
faced spending overbids for 
1990/91 at SlStax; it conceded 

£5bn- 

- By this autumn the Govern- 
ment will be a year or so away 
from an election and have 
come through a spring and 
summer of near unremitting 
gloom. A farther loosening of 
the fiscal straitjacket must be 
counted a probability. 

It is possible, therefore, that, 
at a time whan a cat in inter- 
est rates mig ht, be near, the 


Simon Holbertoni 






". ‘‘ M r 




m m 











x3-3r~ 

s? a ‘ 


93% -% 
99% 4% 
99% 9% 
96 
9e% 

*% 0 




100% +% * 
90% -% 7. 

90% 0 7- 

99 O 7. 

IS. BBO 99% O 7. 

SOjOBN 93% 0 * 

90% 0 7. 

98% 0 7: 

100 *% 

94% a 






■-ii- r .M f i ' fl u " 

f pi m il we 


* n »'~44* 

250 09 % 

30 95 % 

90 94 % 

300 ,-W 

so.. 1 '»% 
100 -88% 
75 93 % 

>0 . . 98 % 
50 94 % 

300 73 % 

30 88 

30 98 % . 

200 91 % 


2WWJ 50% +% 3.M 

amore 33% -% ise 

30 *3 IIS! 

»% +% 84-23 

23% +% 2*99 

58% -Z* 2.94 

15% -V 4205 

48% -2 3J4 

43% -2% 1LO 

21% -% ZLM 

45 -2% 13.94 

74% «% 0.71 

82% 43% -OJ9 

43 % «% 291 

88 -3% 7.33 

YMUMuOUPaUM 3406*2 20% hT J8*r 



-% VAS 

-% 9.47 

+% 8.76 

4 % 277 




■ 76* Financial Times Ltd, 1990. R rp rodo ct taa la who** or la part to *9 form aot permitted tetaot written cowan. Data applied bar taodaUoa of tattratlonal Bate neaicn. 



AUTOMATIC IDENTIFICATION 


The Financial Times proposes to publish a Survey on the 

above on 

23rd May 1990 

For a full editorial synopsis and advertisement details, please 

contact: 

Jonathan Wallis 

on 01-873 3565 
or write to him at: 


Number One,' So u t h w ar k Bridge 
London SE1 9HL. 
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For a full editorial 
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Meytick 
. .. Sinunonds 
on 01-873 4540 

or. wnte-to him at: 

Number One 
Southwark Bridge 
London 
SE19HL 
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UK COMPANY NEWS 


Sharp criticism of BAT buy-back 


THE - SHARE buy-back 
programme of BAT Industries, 
the tobacco-based conglomer- 
ate which has been nruW hid 
threat . from Sir James Gold- 
smith's Hoy lake consortium, 
has been sharply attacked in 

regulatory hearings before toe 

California Insurance Depart- 
ment, writes NDcfel Taft in Los 
Angeles. 

Representatives of Hoylake 
claimed that the tax Implica- 
tions of the 10 per cent buy- 
back scheme could cost the 
company as much as 3600m. 

Madame Gilherte Beaux, a 
longtime business aasnHntp of 
Sir James and a director of 
Hoylake, told the hearing late 
last week: "Every Hhm» they’re 
buying back shares, they are 
decreasing the value of 
BAT * 

She said that the tax prob- 

Pearson BSB 
vote today 

Shareholders in Pearson, the 
publishing, banking, and 
industrial group which owns 
the Financial Times, win vote 
at an extraordinary general 
meeting today on proposals to 
increase the company's stake 
in British Satellite Broadcast- 
ing. 

Pearson along with the other 
major UK shareholders - 
including toe Granada Group 
and Reed International - are 
part of the £900m fftawHtig 
package being sought by BSB. 
The satellite station is due to 
begin broadcasting in March. 


lem - which Hoy lake claims 
arises from an irrecoverable 
ACT payment - meant that 
BAT was effectively paying 
around £1080 for every share it 
has bought in. 

BAT has acquired, and then 
cancelled, around 3 per cent of 
its equity since it started the 
buy-back programme last 
autumn. 

Prices paid before taking 
into account any tax implica- 
tion have ranged around the 
S00p level. 

31me Beaux** remarks were 
echoed later by Air Stephen 
Barber, the Price Waterhouse 
accountant who has done sev- 
eral sets of financial projec- 
tions on behalf of Hoylake. Mr 
Barber put the total tax cost of 
the programme at $600m. 

Tf I was a shareholder in 
BAT, I would like to know why 


they are doing this,' he 
said. 

BAT said yesterday that the 
ACT question had to be viewed 
within the context of its over- 
all restructuring packag e . * We 
have never allowed the ACT 
tail to wag the corporate dog,* 
it commented. 

The conglomerate main- 
tained that the earnings per 
share impact of the buy-back 
was still positive. 

The hearings are being held 
to assess the suitability of 
Axa-tttdl Assurances to own 
Farmers Group, BAT’S US 
insurance subsidiary. 

Hoylake would sell Fanners 
to Axa in the event of a suc- 
cessful bid for BAT, but cannot 
go ahead until regulatory 
clearances on the Farmers 
matter have been obtained 
from nine separate states. 


Sycamore £0.45m losses 
after customer destocking 


SYCAMORE Holdings suffered 
from customer destocking in 
the latter half of the year, and 
moved into a loss of £445,000 
for the 12 months ended Sep- 
tember 30 138J, compared with 
a profit of £5,000. 

There was an operating loss 
of £40,000 (profit £171,000), 
which was exacerbated by 
interest charges of £352,000 
(£166,000) and exceptional 
costs this time of £53.000 
(nil). 

Mr Mlehapi Hunton. chair- 
man, said the destocking in 


anticipation of a downturn in 
trade proved to be an over-re- 
action. 

Orders in the current year 
were up to expectations and 
results were showing ctmsider- 

Loss per share was 4.76p 
(earnings Q-05p). After £L04m 
extraordinary Income on the 
sale of the Thornton factory 
there were earnings of &37p. 

Sycamore has bought Scan- 
How Systems which has devel- 
oped a range of electronic 
moisture tearing instruments. 


on acquisition trail 


BT.KWHTiznm RrhffiiKrtnQ Group, 
the USM -quoted independent 
exhibitions and . conference 
organiser, has announced two 
UK acquisitions for up to £4m 

and further purchases in 
France worth FFr31 .77m 
C£3J»m). 

In the UK, Blenheim has 
bought the “Pr op erty Business 


&■ Enterprise 3 Show" exhibi- 
tion for an initial flp cash, 
with a farther mmrfmmm dm 
depending upon 1991 profits. 
Vendors have warranted 1990 
profits of at least £200,000. 

ffipntirim is also to acquire 

Hastings Hilton Publishers, 
which owns the rights to vari- 
ous sporte and refiarenre books. 


for 104,167 ordinary shares. 

In France, the Balmoral sub- 
sidiary has entered into 
options to Increase its holding 
in Sedep to 98 per cent and in 
Proexpo to 973 per cent, for 
FFriL5m cash. Capric is paying 
FFr27m to terminate the organ- 
isation and profit sharing of 
two exhibitions 


Mme Beaux confirmed that if 
Hoylake and Axa had such 
clearances today, there was a 
firm Intention to rebid for 
BAT. 

The Hoylake representatives 
described the collapse of 
Drexel Burnham Lambert - 
tlie US investment bank which 
advised onHoylake's Ini tia l Ud 
for BAT last July - as irrele- 
vant 

Mr Barber said that the 80 
per cent cash element of a new 
bid would be obtained by 
underwriting secured mites. 

He said that a *50m foe to 
Drexel still formed part of the 
total 2715m costs estimated in 
the event of a successful Md 
for BAT,' Asked if Sir James 
Goldsmith still intended to pay 
this to Drexel. Mr Barber said 
he did not know. 

See Lex 

Rise at Anglo 
& Overseas 

Further growth in net asset 
value over the second half was 
seen by Anglo & Overseas 
Trust In that period it rose by 
37.6p to reach 370.4p by the end 
of December last Over the fttiZ 
year the increase was 95-7P- or 
needy 36 per cent 

Revenue also rose substan- 
tially, and shareholders receive 
a 36 l 5 per cent lift in dividend 
to 5J6p (Alp); the final is 4p. 

Gross revenue was up from 
£1238m to £UL22m, with inter- 
est received providing £2.97m 
(£704,000). Earnings worked 
through at 737p (43Sp). 

CE Heath buy 


CE Heath, the London-based 
broker and underwriter, has 
bought the Collins Halden 
(froqp, the largest independent 
insurance broker in Scotland, 
for £136m. Additional sums, to 
total not less than £500,000, 
win be paid in 1993 and 1995, 
depending on performance. 


New Issue 
February 19,1990 
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This announcement appears 
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LEEDS PERMANENT BUILDING SOCIETY 


Leeds Permanent Building Society 

£250,000,000 

Floating Rate Notes due 1097 


Deutsche Bank Capital Markets 

Limited 


Baring Brothers & Co., 

limited 


UBS Phillips & Drew Securities Limited 


Credit Suisse First Boston Daiwa Europe Limited Gerrard and National Ltd 

Limited 


Hambros Bank Limited 


Samuel Montagu & Co. 

Limited 


KMnwort Benson 

Untied 


Mitsubishi Finance international pte 


NaKWest Capital Markets Nomura inter na tio na l 

limited 


S-G. Warburg Securities 


WestdeutedwLandesbanJc 

Glrozentrale 



Portsmouth 
Sunderland 
warning on 
year’s profit 

IN ITS third quarter repor t, 
Portsmouth torn Sunderland 
Newspapers warns that the 
current year's profits may not 
match toe £5-7Sm earned In 
the year ended March 31 
1989. 

Profits far the fixst half were 
held back to £3m (E3.29m) by 
development costs. 

But those were now benefit- 
ting contract printing, direc- 
tors stated e nd the third quar- 
ter produced an improvement 
to SUSlm (£L35m) to leave the 
39 weeks* total at £4.S2m 
(£4L64m). 

The year's w a r ni ng came as 
the squeeze on consumer 
spending in the sec- 

ond half, and depressed adver- 
tising revenue at both Croy- 
don and Portsmouth. 

Tur no ve r for the period rase 
to £60. 52m (£52.9m), while 
earnings per share slipped to 
233p (23. 4p). 

An extraordinary credit of 
nearly £3J5m was taken, aris- 
ing on the profit on Reuters 
shares. 

Wembley sells 
Juliana’s Sound 
for £10m 

Wembley, the leisure group, 
has sold Juliana’s Sound Ser- 
vices, a disco business, for 
£10m. The purchaser is Lei- 
sure Resources Group, a spe- 
cialist interior design and 
project management consul- 
tancy. 

Wembley bought Juliana's 
Holdings last July. It has 
retained the other businesses, 
which are Juliana's Jongor 
equipment rental and three 
night dubs. 

The services which are pro- 
vided under contract include 
sound and lighting equ ip me n t, 
a disc Jockey, records, and reg- 
ular maintenance of equip- 
ment. 

Leisure’s management la 
subscribing £4«o,®os while 
Close investment Management 
is putting up £2.9m. The 
remainder will be satisfied by 
a bank loan, loan stock and 
pre fe renc e shares. 


GrandMet poised to announce 
assets swap with Elders 


By VanesM Houklor 

GRAND METROPOLITAN, the 
drinks and food group, is 
poised to announce its long- 
awaited assets swap with 
Elders ECU in which its brew- 
ing interests will be exchanged 
for a share in the Australian 
multinational’s 5,000 UK 


An anwnwn^miftnt is Iflroly 
to be made when Elders 
unveils its Infatfa results in 
Australia mi Friday. However, 
no agreement has yet been 
si gned , wraj other options are 
thought to be still under dis- 
cussion. 

in a complex deal the Cour- 
age pubs are e x pected to be 
transferred into a joint balding 


company. This will help 
restrict the amount of extra 
debt taken on by GrandMet, 
which has ruled out the possi- 
bility of a rights issue. 

The move is part of a 
restructuring of the brewing 
industry, which follows last 
year's Monopolies and Mergers 
Commission report. This rec- 
ommended that brewers be 
limited to 2,000 tied houses, 
and so has obliged brewers to 
concentrate on either produc- 
tion or brewing. 

The two companies, which 
have been in negotiation for 
several T" gnflM i already have 
links. GrandMet currently 
brews Fosters, an Elders lager 


brand, under licence in the UK. 

On Friday, GrandMet 
announced that it was selling 
220 leased pubs to Control 
Securities, the property and lei- 
sure group, which owns Bel- 
haven’s brewery. This left it 
with some 3,300 tenanted pubs 
and its managed estate of 1,600 
pubs and licensed restaurants. 

GrandMet is currently one of 
the five largest brewers in the 
UK. About 5 per cent of la st 
year’s pre-tax profits of £732m 
came from its brewing and 

hniniting h mmwwaHL 

Earlier this month. Elders 
KL announced that it was con- 
sidering a possible restructur- 
ing of its business. 


Zurich downturn into loss 


ZURICH GROUP Is the latest 
company to have nm into trou- 
ble because of the adverse con- 
ditions to the property develop- 
ment and construction sectors. 

In s pite of an increase from 
£lL25m to £24^Sm in turnover 
for the six months to July 31, 
there was a pre-tax loss of 
£556,000 against profits of 
£3J9m. This followed a trebl- 
ing of interest payments from 
£367,000 to SLUm. 


The directors of this 
CSM-quoted group expected 
the difficulties to continue for 
the foreseeable future and said 
further adjustments might 
need to be made when the firfi- 
year results were published. It 
was expected that there would 
be Anther losses fin 1 the year to 
January 31 1990. 

The accounting policy had 
been changed with respect to 
bank interest Incurred in fin- 


Leisurewear problems 
force AT Trust into red 


PROBLEMS IN the leisurewear 
division farced AT Trust into 
loss far the six months ended 
October 31 1989. And over the 
year it was unlikely that a 
result "significantly better 
than break even" would be 
achieved, warned Mr Theodore 
Faphitis, ft* riuriwiim. 

However, he said the follow- 
ing year should see a return to 
profitability and a resumption 
of growth. Propert y sales total- 
ling £950,000, the prospective 
separate flotation of Cerex, the 
gift retailing operation, and the 
planned disposal of the gqrntoa 
Splash site at Faringdon, 
Oxfordshire, would strengthen 
the balance sheet and leave the 
group almost debt-free. 

hi the first half the group 


Magnet resolutions approved 


Resolutions necessitated by the 
refinancing package far Mag- 
net, the kitchen and bedroom 
manufacturer and retailer, 
were passed at>a special meet- 
ing on Friday. ~ 

Only one voted 

against the resolutions, Mr 


JMD bid 
talks off 


JMD Group, the HSBC-quoted 
design service, greetings cards 
manufa ct urer and merchandi- 
ser of novelty products, 
announced that in view of the 
considerable time that had 
elapsed since the initial 
announcement on October 26, 
bid t alks had been formally 
te rminat ed. 

Progress was dependent on 
the completion of certain 
transactions by the other 
party. Those transactions had 
not been com p l ete d. The JMD 
board aright consider re-exam- 
ining the proposals should 
those transactions be com- 


Albeit King; the company’s for- 
mer finance director who is 
now suing Magnet for wrongful 
dismissal. Votes in favour of 
the three resolutions totalled 
497.837 while votes against 
were 38,714. No questions were 
asked at the meeting. 


FT Share Service 

The following securities were 
added to the Share Informa- 
tion Service in Saturday's edi- 
tion: 

Air London (Section: Trans- 
port) 

Hong Kong Telecom (Electri- 
cals) 

JF Philippine FtL (Finance, 
Land) 

JF Philippine Fd_ Wxxnts. 
(Finance, Land) 

Mickfegute Group (Property) 
Northumbrian Water 
(Water) 

Severn front Water (Water) 


turned in a loss of £484,000, 
wgafaat a profit of £381,000. The 
leisurewear division, estab- 
lished through the a cgntaiHwn 
of Splash Products, was 
responsible for an operating 
loss of £613^00. The extent of 
that company’s problems 
became evident during the 
move to new premises in 
November 1989, when stock 
discrepancies came to light 
resulting: in a flm extraordi- 
nary write off. 

Group turnover more than 
doubled to ElLSfim (£5£lm) Mr 
Paphitis said AT was now 
involved in litigation with 
Splash's farmer auditors. Stay 
.Hayward, to recover substan- 
tial damages. 


BOARD 
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anting pr oper t y developments. 
Consequently £46^000 of inter- 
est, which would previously 
have been capitalised, had 
been written off in the figures. 
The directors had reviewed the 
development portfolio in the 
Tight of market Hint M l^na 
made provisions of £i.45m 
a gainst thfi cost of land ar yl 
developments held at July 3L 

Loss per share was 0.6p (29p 
earnings). 

Newmarket 
Venture lower 

Newmarket Venture Capital 
has taken a fall in net asset 
value, which can be attributed 
to major provisions, realised 
losses, and the weakening of 
the US dollar. 

At the end of 1989 the value 
was 81p per share, compared 
with 9lp at September 30 and 
9<to at end 1988. Net tangible 
assets were £2&97m, £32.4m, 
and £33.44n respectively. 

Newmarket’s main business 
is wmlrfwy investments in the 
UK and US. Those usually take 
several years to mature before 
being realised to provide for 
fixture Investments. 

The company said the asset 
fall principally represented the 
provision against two 
unquoted holdings - one in 
the UK and <me overseas. 
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Christiania Bank og Kreditkasse 

(Incorporated in die Kingdom of tSartaay imtfi Smiled fcti&tfiiy) 

YEN 1 0,000,000,000 VARIABLE COUPON BONDS DUE 1993 
Notice is hereby given that the interest payable on the relevant interest 
Poymarf Date, February 23, 1790 for (he period August 23, \989lo 
February 23, 1990 agabrt Coupon No. 1 in rasped of Yen 
1 ,000,000.000 nominal of the Notes vriR be Yen 25,991 ,831 . 


February 79, 1 990, London 

by. Citibank, NA (CSSI Dept.), Agent Bank 


OTIBANKO 


Meanwhile, the board was 
looking at a number of other 
possible transactions with 
a view to broadening the 
base of the group's 

operations. 

The shares lost 2p after the 
announcement to dose at 9p 
on Friday. 


VENTERSPOST 
GOLD MINING 
COMPANY LIMITED 

("VENTERSPOST") 

(Registration No. 05/05632/06) 

(Incorporated in the Republic of South Africa) 

’ RESULT OF RIGHTS OFFER 
OF 2,500,000 LINKED UNITS IN VENTERSPOST 

\fenterspost announces that acceptances have been received in respect of 
2,409,470 linked units ("units”] representing 96.4% of the offer which was made 
to shareholders m order to raise an amount of approximately R1595 million, net 
of estimated expenses of R3 million. . 

The balance amounting to 90,530 units has been taken up by Gold Fields of 
South Africa Limited, uncterwiter to this offer: 


Registered and ^ itanstar Offices: Brokers fa the tesua: 

___ (SiUmftepubSco/SauthAMca} 

75 Rk Street POBox 1167 Fwgusson BioL Halt Stewart &Co,lnc. 

Johannesburg Johannesburg (Registration No 72/08905/21) 

2001 2000 (Mernbwti the Johannesbutg Sock Exchange) 

On tte United Kingdom) 

Uh-Mnoehm-I CaZSnCWe&Oo. 

(A member iinnrfThe International 
19 February 199Q Stock Exchange) 

A member oMhe Gold Reids Group: 



This advertisement is Issued in compliance with the requirements of the Council of 
The Internationa) Stock Exchange of the United Kingdom and toe Republic of Ireland 
Limited ("The Stock Exchange"), it does not constitute an invitation to the public to 
subscribe for, nor purchase, any securities. Application has been made to the Council of 
The Stock Exchange for the shares mentioned below to be adm i t te d to the Official Ust 


Evered pic 

(Incorporated In England and Wales with Registered No. 182412) 

Issue of 
25,000,000 

11.25p Cumulative Redeemable Preference Shares 2005 
of lOp each at 100.75p per share 

Details of the above mentioned shares are available in the new issue cards circulated 
in the Extel Statistical Services and copies of the Listing Particulars relating to the 
Issue have been published and are available in the Extel Statistical Services and may 
be obtained during usual business hours up to and including 21st February, 1990 from 
the Company Announcements Office at 46-50 Finsbury Square, London EC2A 1BD 
and during usual business hours on any weekday (Saturdays and public holidays 
excepted) up to and including 5th March, 1990 from Evered pic, Raddfffe House, 
Blenheim Court, Lode Lane, Soli hull. West Midlands 991 2AA and from: 


Samuel Montagu & Co. Limited 
10 Lower Thames Street 
London EC3B6AE 


James Capel & Co. Limited 
7 Devonshire Square 
London EC2M4HU 


19th February. 1990 

Samuel Montagu & Co. Limited and James Capet & Co. Limited 
are both members of The Securities Association. 
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Some business travellers 

will change neither hotel nor newspaper. That’s 
why they are particularly happy to find compli- 
mentary copies of the Financial Times at the fol- 
lowing hotels in Marseille: Sofitel Marignane, 
Sofitel Vieux Port. . 
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Keep the world 
in focus. 


For many executives that could be a daunting 
task were it not for the Financial Times. The FT has breadth 
and depth of vision, an eye for events that are often in shadow and 
the ability to provide sharply detailed analyses. In short— it keeps track 
of a global economy that’s in constant motion. 

To order call 1-800-344-1144, In Canada 1-800-543-1007, 

FINANCIAL TIMES 

14 East 60th Street* New York, NV 10022 USA 
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FT UNIT TRUST INFORMATION SERVICE 


For Current Unit Trust Prices on any telephone ring direct -0836 4 + five digit code 
(listed below). Calls charged at 38 p per minute peak and 25p off peak, inc VAT 
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18*67 18* 67 19854 
4527 4527 48 36(3.79 


lirarancaak- 5ltB*627 20627 220 38M.92P 

(Accra until 5V<p5rai «1« «p.0*k 92H 

HIM Inrra t av,p74tf} 274attC94 »H.92L 

Eaneoat 5V.W2.76 24Z.76 ^.97|7X6k 

Smarter Cat o tr ...31. (L5i*8 i58.«*T7e.i4K »L 

PaFGGUt 5I,J«:Z5 *8 25* 5X67(113* 

nxtdtntertn 5V.147 9* 47.94 5LO7ll04* 

Urt* IwclhcLte _SJt [6705 6705 „71 A|SM|c 

tetrtrakwl S'. 1901 1901 2iO.74B.73C 

OtUtara.9 1,184V 8451* 9LG5iX59a 

S3E5Kir?!_ Sl,bl624 11624 a* 

Elea pmn S'. Mil 78 36X78 3«J 

Lpgpoa lacoac ... S', 5048 »«*62_58 
Earn Smart Cai-.5lt 124 75 124.75 13353 

Dana Koog — 51, 65 99 65.99 70 41 

J*ra7ro* 56 2259 225 9*29855 

JaraSoadMSnt— 5lt 09.75 229.75 244.78 
SaCflrtStEJ* — SI) 47X 47 X SO 2! 
PVKtcttklirCxa. -SJ, 5* 70 134 78 14J 02 
Sh**«r6irda-5la 62V 6253*6067 
SShMni-Sh 154.7 1547*164 47 
Arotr Smaller — 5>, 452 452 JBJb^^, 
AMrtFterarar — 5V.IU72B 11721 124.73to.90 

H^Xama 2<ahrej8 178V 137.47b25 

Smaller Cot l»a IT* •* 174 09 137.32 C *1 

Eampeaa 2«i 157 V 1573 164-06 

Jraa- _.2'j 2285 2205*237 06 

North Aaoioe ..2h \3o? 10307 10t,i# 

Gtehallttti 2 7135 71.05 7309 

Pacific Eempt 2 0639 23639 246X2 

CWPteTaT..... 2l,r«3 495 5259 B. 75 


ULA Unit TKt 
1 Santoro Ike S*. 

Garni . - 

terra* 4G*tt 
tauraptlaa*. 

GIH 

Eumoaan- . . 
Amcrtcar F„ ... 
r—m a Km 
UKSroafltrCM 
S**f Find..... 


rt Mrwennt O20WH 

MQ4 1XX 06226747V 
4252 45. 

_ 6622* 70 
6355 6757 71 

“S Sis 1 -!? 

_ 20.96 2130 23 
S'. 1 23 AS >9 JO 25 


MaUon Unit Trust Hamers Ltd Q4M)F 


MendJfe Gr 

StGenranw 

GinnFididt 

Growth Unhi 
Hightecaa*. 

HrtaVMttaeGN- 

Iml Growth 

UKSmaHarCM. 






222.1 C6.9 
447 J* 4773 

DolaU Ihcoktr 5V, 4913 4954 5239 
DoJiwAG*Aa_56 2*5 206 253 
Da J*a & Gan W . ..5J, 2373 239 9 255 

UM 1W. 

SSS?S'*.' ” 5 3i 

Do Sadiron lac ..5lt 4X56 4X36 44X2 

B«s?r^saiM ® 

MMrlrMde 5L 1»9 154 0* UA 

irte InrFdAcr . —3 4645 4645 4g 

8 1st Int Fd Inc 3 273* 273A 2853(3.90 

Baring Fond M xiag e w Ud O200H1 
PO Bw 156. Bad — — 

Aoier lean Growth 
AmtricteSmRrtoi 
Aajuaua... 

ContrUMei 
fanm .. 

Egifty (neon* 

Evaprod Graadh — 3 
LaaperoSmllrCa 

UuSTcninh 

Jraaapmdtt 


ConfedersUa* Ftodk Unat Ud O20Q)F 
KcrtiSWZWt _ _ _ 



■Hem SCI 

Mrara.94 *Lb^ 

Hoi 27 A7 
■2950 29.48 3156 
A127.17 2007 2936 
■ 21V 21V 23.19 
5436 5047 57X0 
5953 60.77 62.64 



a*tddwto«H*..Jp7.0D 

DnAcxv* — 5(*45V 64 46*6857 

GA UnH Tract Mam Ud UBOOHi 

SRr.^^1263 IMS 


Ssa^rals.^ S&d££!§ 

GT IMt Mum Ltd 0200M 

Btt Flag. 8 Dnmddre So, Laadan EC2M 4TJ 

Ca^ta?- SLB4510 14 Sln*19?2 0 

tadoi (Act) 



UnH Trt Hsn QZOOHf 

Road. Cropfea D 1-686* IS 
T2A6 72.48 7751 231(4*® 

1202 1202* 157.1 132 

214X 214.1 228 9 7.46 
1723 173 7 135 7 5 00 
170 7 170.7 1825 1.99 
510 1 510.1 5453 2X6 
2331 23.21 24.11 9.77 
93.49 98 49 99 98 566 
117 X UT 1 125X 3.97 
165.6*177.1 591 

>4.a*d7«i4o 3.00 

1675 167.7 179 5 3 00 
6062 61-52 65 740 M3 
5431 5536 59 52 


2*2.7 2*2 7 259.5 

max lose iioj 

1364 136.4 145 B 
4051 4051 43X2 


PVlira rifi*j wn w y iB mam iM-ran 

' ' ' 

37 54V 57.94 
6604 6604 703* 

47.94 49V 5250 
151.9 1325 MU 
7503 7658 0X23 
192-J 1935 2»J 
1870 1885 1999 
66 46 67. 

75.65 76... 

1945 194.9 2075 
1MI 176.7 1879 
90 V 40.91*9430 
147 0 1401*1504 
6339 6502 68-4B 
UK 5nuiia’CK-..- 918751 Jltt 96 g 
3*idM *> m n »F-5l 54-97 »37 99 27 

rn ll T iil n Mi n ~T — * 

Bell Court Fuad Moot PLC OSOtOF 

an&^-Jsssiss jsUsS gft 

Bbboirttote PtbimbIw H»rrt Co Q2JOP Janant* 


Petlfolin 
PatUalM Act 
UK Growth... 
UK5nullcrtot 


22520 240 90 
112 J0 120.20 

CoMUrtrat UnK Trt Mntft Ce Ud (UMDF gSSiiSJ — 

Cm peaslon Fds UT Hal Ltd QOOO^i JaMUam .-5V, ItbUfl «ua *93.70 
«B2 MtoSlkiffflSU U«5 h »E£45*!.r55K» ZOXW 21600 

* BBsenijdai gsbJh«i«« 

&S SI SI 

GkMPrupSccIro. 5* 36.00 5600 W « 

SnWr CajOlt 5V. 4537 46.79*50.05 

GvBmr Fond Me ra ge n 0200>F 

Carlwom Mnr. JA-18 Monument Stra* 

Loaded EC33BAJ 01*231212 

(teeitero o*jr0277«4421 



Cram UnH Trt Senices Ltd O20C 
One Roe*. VfoWe? »K1 I*w 

Bum 

145.7 

Growth 

£fi 

Ira Treat Fd 


snupur 

39 S S 


15 tt Jama 1 Place. 

Pfp5rw.fr* tec 5 

PtofiTOteife Acc — .5 

ImrnaUoojl tec ...5 
IrtOBJtKral Act— S 

C«<&Fo«i9ntae .5 

C3n&forTtenAcc.-5 
SetdaV Site tec — -5| 

SmrXtf SHt Accf - 

KFIrtMB 

PEPAcc^ 

Brrwin OpipMe UaH Trt Ban Ud| 

5Gl«s(wSLLJKaooM| 

BrrwiaCajdUi . 3| 

BratlfO'TMwd-l 

Brrwia ha Gu fe^ra 

BnwblWfcStdH 

Bmnr Skfcrior & Co Ltd QOOO^ 

22.75 22.75 axa^ 
■■■22-ft . 24-to 
■ 23J7MH 
243.4 293-4 

1*72 147 jR 
3041 J&fl 
84.29 84 79 iR 
1092 1 0 5 B 
9161 91 61* ?7 JW 
30.79 30 J9 32-79 



Key Fund Mangos Ltd O280JF 
»FbtoIkSi, H*rtrstrrU?2AF ( 

Etedtr&Gtfl 5 58X6 58X6 6209 

feral*-... — 5 89.73 89.73 95.97 

GKAFIaadM 5 66 49 66-49*70X6 

DW6 Higher tacama 5 143 90 14*. 70 1SJ SO 

ESS Mternatlao* 5 76.9* 76 9* S274iLMiraa 

Srajtfwc*', 5 59V 6X03 65.27 KCd!4UO0 

KWNWOTt Erase* UnH Trusts Ud Q400)F 
10 FcPdmrcb Start Lank* (X3 
9451 pedfctc0635528S2S JhhnlaV-6238000 


trap PLC O20nH 

Drollaroo 
X 1235* UO.D 
SV, 1268 130.5 1X8S 
51* 1642 1604 1707 
...56 58-56 5856*61.70 
,_5V 155.4 1508 1609 
..51, 1405 150.4 1605 
80-50 8323 B8 S* 
USB 1369 MS 6 
M. 60 99 62-23 66-20 
5 L 46 90 47 77 
-5V)43«3 4506 40 


UnH Tnat Ltd (12M)F 

SW’&MmS 

112b 1132*121.0 

99.49 106 tp 
99.49 106.4 BvI 


Kartio Curie (Mt Tnrts LM (0905HI 

48 MchlllaSL Edlabunh CH37HF 01*05^220,4924 
Fw Ead (PJOfrir) _ V, 1193 120 b 128.0 IV 

lacoate 5V, 60.49 6049*6*21 153. _ 

EraptadUl S'* 6257 6337* 67 77 1.S7HU3* 

«KP4mfem<cl.56 34.03 34BS 36.99 L42t*TOB 
MCn*hK9-11..5Vt 61.14 62V 6648 1.76 
Oath 6 Rreotw/ .5>t 51.99 5X99 56.19 3X2 

MU Income 5 V, 5140 5X80 54.98 7.77 

Htohtn*d 5«t «9 9B SO b7* S3 781099 

O arhJ* -_3L 9155 9258*4027 

Japan 5V, 48.53 *889 5189 

Hatbesan Unit Trrat Maoagen LM CUMUH 
Adnfe 5 ^ — " — 

6(53.43 53.90 57 V 

UK Growtt p*-U -.6166-30 67V 7254, 

UK High Income 6 1 38 14 88 *16* . 

1 UtefeHan Yd. Loadpn Brldgn, SE1 1HX 01-0075966 
IminecakO) Acc F.. 5(43 M O ft* 492Bll.42taT 
6*1 Rtowary Inc F„ 513X58 3X58 355oGvl*6W 

Mayflower Hwepfement Co Ltd C120UF 

No. L LOOM Bridge, lradon,SE190U 030386^98 

tec*!* ST341JS 3493 3TLbta.8*jW13 

Grattml . 5 263.6 269 0 286213 60 HOW 

tetwaittekal 5 1472 148.6 156 1(2 10 «*1S 

Gian* tec Si 50.94 5143 S4.71HA6MMI6 

Merteal hr ae s t u iraH LM OLIOOIF 
1 White Han Yard, London 5Q 1KX OX-407, W66 

■ttaltt Food 5 VjT46.I5 46.15* M27UX3I4DHT 


Eonpron DU 5 V, 100.9 100.9 1082(0.96 Hurt) 

European Act- 31, 1020 UEL8 11026.95^601 

Eunpt 31, 120.0 1208 lZ7 6hL2lWn6 

rm «M* p** tac WUte Aroct tfalro T* 

ttottm Grenfell UnH T*t Mps Lid aOMIfl 
20 Ftesbury area. London EC2I* 1IIT 
Dcatcro: 01-8260826 EmjteriH: DJ -826.0123 

America* Gwta — SV, 123. 2 mJ*13SJ> 

E*ect*nBwth 5 la 221.1 2225 236.B 

MIGwth SV, 1MJ 1715 IB25 

UK EpettT tec SVt 1174 120 A 1283 
UK Eoaiir Ate —56 124 J 1275 1X5.7 
UK ted Track* tec -5 114X U5.*d 1222 

UK ted TfackrT Are . S 1100 U9. 4* 126.4 
XBEalteTrackrrteeX 127.1 1208 1304 
tetAMTodvA* ..S 129.1 1302 137. B 
X*»ai Track* —.SV, 89 33 9023 %49.,. — 

Asian Trad* ——51, 9*00 94 00 100. OB BO - 

■Barnard tec 5V, loo 7 1023 ioaxfi.92^MH 

hi* — erf Acc SV, 100.7 1023 20a3S.92WB3 

Geoffrey Mori ey llrdt Mgn Ud Q200)F 
4 Temple Pine*. Leodoa WC2R3HP 01-8367766 
• .-4 1UX 1115 U02 26HUS1 

^ _5j, 179.7 179.7 1903 49U16S 

EapnlSteDf C*_ 31, 3592 3672 3895 1.4HUW 
Eanptemcc -li, 3575 3573 3753 XBf^t 
Eaampt PBrtflc ... 3V, 2903 2903 3095 OX) HUB 

Mp mar Johnston UT Mgnrt QMflM 
TWraWtesxGtemga^. -- 

w 55 55.55 *-V> 3? 

117.1 U7X*1243D27 
83 03 03.03 88 63|A9 
S922 5922 62810 87 
135.6 1350 toOtofaO 
5087 5087 60.70(5.14 
5002 50 62*5596092 
41.00 4X00*0.76 
5160 65 6949 7305 

NFU HntKd UbH Mcgrs LM CMOOJF 


1 7b 31126 33*.91| 

79 352.79 378 99 
^■■122X0 132-43 

..6C31X2 251X2 26900 

. 6 71X5 71.15 7606 
.6 60.41 60.41 65.0*1 
-0(3753 37.83 4153 
. fct®_63 20203 222-QS^H 
0BQ90D 3)900 224.45 0.921 


5857 59X0 
47.47 49 07 
5*09 55.77 
5987 5986 
53.96 540* 
64V b3.48 
430* *5*0 
3088 37.46 
L73 5185 
50X1 
63 A3 


Vi (56 95 59.90 
47X8 *910 
54.79- 5387- 


.,53 97 5404 575* 
■4 [64.82 65 *7 66.92 
*3.85 *5.41 *780 
3089 37.47 39 44 
5286 52.97 5526 
..5014 5014 59.09 
5V, 16122 62X9 6546 



Rpyil Ufa Fd Mgmt Ud QIMOIH 

PO Bee 34, Pemtonatt PE2QUE. Priczc01-410p4LO 

OaSSjSte^^MM 

Pacific Batin 5 6386 6307 6710 

EMtrGmUAcc— .5 2202 2303 245.Zp.03 

Hwi tec Accra ,5 144.7 1A4.7 I54.7B.79 

map Inc OU 5 1094 109.4 U7.0B.79 

RdLHttetO*,— SVt 4030 4030 4914H.46 

UGwtt — 5V, *9 65 *9.65 52810.4* 

’ 4022 4022 49.16034 
0934 71.70 7027 
1184 UB.4 1263 
V, 19X13 9X13 99.79 
617188 7143 76V 


m 


ss. aSgteJK stress 

Sefaroder Unit TrHftt LM-Cfentd. 
FarEArtitaGrahG— 

(Aeoso U*t3)6 - 

FMInterart SV. *472 V 72 47.10 

(Acoun Uniu) --.51, 44.72 44.72 47.10 
Glhtewmr- ._.. 5V. 12 90X2 9499 

(Accra Unite) - 5V, 96 99 96.99 10i2 

Insomr. SV, 244 4 2472 

(Accare Unite) SV. 613.7 621.6 

JgAHSHltCHA-SV, J72X J758 
USOTiUnlUIB.-M. 372.9 3705 4005 
PadlteCwtAA - SVt 48.76 *9.640 _ 

(Amah Unite) 6 . -5<t 48.99 49 94 53.12 

Smaller Wt 5V, 1602 OT.7 184 7 

(Accra UriU) 5 Vi 184.7 140.7 202.8 

Tohrep.- - SV, 9504 9654 1027 

UeoHitUaHUf JV. 9661 47 48 1037 
UKEaaky . .*..51, 1532 1544*1642 
(Accra Unite! _ . SV. 2505 2585 275 0 

USSattrCa, SV, <720 *BJO 51J8 

Ihnm Unite) 5V, 4720 4820 

Irodtetteo* 

5 769 4 77«.4*a».ab.70 

European v 5 1X32 154 J lhJ.4D.46Miaa 

(Actum UaluJ p 5 161.7 1628 173.) P 96 4Ub* 
Cora Smllr tot 9 _. S 23 41 23 58 
(AocmUalulW.. . 5 Z341 2358 
GMIIEmdtrteCT.S 54.64 5S U 56 62 

(Accra Unite) 9 5 5491 5527 56 90 

Japan SMIr Cot * ..i 2920 7955 3L43 

(Accun Unite)* * 29 JO 2955 

Mart Bilaino 5 117J 117.9 125.4 

(Accon Unite) 5 119X U9.9 1270(2.66 

OrontatEortlrV .5 127 1 1201 Ub 

O-taatSrellrCo'ir.S 71 80 7Z 43 77 OS... 
(AccnntUotalV.. 5 7206 7£69 77 JZ J.U9 

Padticw 5 1073 1000 U5 7 ! 69 

lAcoHP UnHs) V - - 5 108.0 U01 117 1 LM 

flromwy 5 1290 1X38* 1391 3.44 

UX Index 9 5 119.4 120J 127 9 3.41 

UK Small Co-t. . - 5 99.95 1032 109 7 b 2* 

USSmllrOe* 5 19 39 19.M 20. SS 

(Accra Unite) T .5 14X9 1900 2D 85 U 00 
Sdtnitor UnH Trt Moan Ud U200)F 
23 BUtlttr Straw. ECM SBE 01-702 9974 

Gk*B)GwttAcc..5V 44.96 44.96 *7.4®.» 

Do Income SVt 44 V 44 48 <7 14»X9 

Careneaa Acs _- SU 32.78 32 78 34.74U.il 

Da Hcamt Sh 32X7 32X7 34. 10 to U 

UKEqtylKAcc . 5»i <3 26 43 26 <5 85 

Do Income S*t 38 0* 300* *OJ2__ 

UKGuGwttAcc^S^ 284* 284* 30X4(0.75 

J KSttb-’W &S<iS^Iig 

Scottish Amicable Ut Trt M«n Ltd 11200)H 
150 St Vincent SL, Gtooew G2 SHQ M1P04 22C0 

Ctdtilrant 6 *103 42.64 45 46 7X4 «AH 

Etftnv TsndD-ll -6 45X3 <6X8 49.90 4.05 «*Z7 
Enaitr StrauB . - - 6 54X4 5507 59.29 3X4 1(619 
EirotwO^.— .6 6584 66 74 71.08 1.77 Ub» 
UlCSmjtUrGo'l . . 6 4641 43.49 5X04 2 J2NM& 
■tatia*ik*6M ..2b *757 9757 IDO alls 00 - 
Scottish Eqattxbfr Fd Mgn Ud aODOJH 
2851 AagnrwiSA, Edlnteagh 03 

Inti tecom 3V, 1809 1809 146 2 

lm) Actant 31. 2907 29b 7 3114 

UK General Acc 5 44 75 4500 4B00 

UXGMCtrt lac 5 4064 <0.87 43 60 

American 5 3300 33.60 35 83 

Etetpaaa 5 5093 59X8 63X4 

Janaa 5 70 37 70 JT 74 55 

TMuwlaw 5 SI 71 5195 55.47 

Ethical UK 6 2X3* 2178*23X9 

Ethical Accra 6 2161 22.06*23X9 

Meiaaanhah __ 

&*rM»r«ftrf_» XbJZ 36X7 39(2) - WU 

FarEaMPcrf 5V, 3727 37 41 39 90C-00 41W 
High Ik Prrf Inc XV, 2883 2040 30895X6 41331 

Midi tec Peri Acc S', 3L 23 31V 33 7b BXb 41332 

DMUatQdaPaf— SU 2SX6 25 41 27.181 - 477*6 
UK&GUXPaf _SV, 25 13 25.18 2b 93 - 477*7 

Wftndt Tta Poi . 5V, 3805 3055 4123C.72H1333 
Scottish Ufe lir w t m eufa 02MMH 
19St AittnoSA Edinhorrt 031-225,2211 

HatanajK) 5 2S8S 260X 270 20^41334 

Coiratea ruSKz) . - 5 1661 lab 1 1T7 3ILX3WU35 
K*xaFtda(Pac)U) -5 JbOJ 2645 2K2 9 B 47^1336 

Ba Vinci (Ewl 5 334 1 342 S ist 3t47W337 

Drahrnvwi 5 7144 72X5 77 38IO.SSH133B 

Scottish Mstoal Imr Moves Ltd UOOOiF 
109 St Vincent SJ. Glasgow G3 SHH 041-248,6100 

UKEraty- 5V. 245.7 2525 268 4(383 HUM 

UK SS&»E*t»..5V 215 7 2243 “ 

Ptenapcd Income . 51, *7.72 4824 5100 

UK Growth 56*7.70 48X5 51 bl 

Sdeateetadny-..5I| 49.50 50 61 M.13 
UK Spec SlU - - ..5V, 66.61 68 93 73X4 
5 V. 6297 64 47 
51, 271 7 278.9 
_ ... 5V. U590 87.60 

Japaanrr 5i 

NnPAavicai.-Su, - 

Inti Growth 51, 152.9 1558 165 

IMrMMdtVtam. 51,16005 67.18 714 
Scottish Provident lav Mgt Ud OOOOfF 
bStAaOrtwSa Edl«bw*iEH27YA 031-55^2327 

Eo*wGrewttAcc..b 1915 19X8 Z07« 

EoDUar Growth tac _b 1819 1041 
teU Growth Acc - ..6 23.53 24X1 

hit) Growtt he 6 23.41 2378 2545 

GkPallacaneAK_6 21.63 21.78 23V 
GJaPaHaoamrtoc...6 19.70 1983 21.22 
Motet U*m Act —6 20X0 2067*22.12 
Math* Leaden tec. 6 18.94 19.10 
ScutttsU Widows' Find Mngmt (0659 Hi 

PO Bn 902, Edkthergb EH16 5BU (0‘ 

EqalgrAae- -.0 *02.1 402X <29 8 

EqoilF 1 * - -6 3108 318 8 340.0 

NjghtecAer ..6 186.5 l°O0 2020 

hldite ...6 162.6 165.6 1707 

EarogcAce --..6 220.7 223X 238.4 

Earache 6 2105 2193 233.9 

Htt Amcr Acc 6 121 8 122.7 

Nth Am* lac ....6 U72 U0O _ 

Pacific Acc .....6 2675 2675 2B5X 

Cleh* Acc 6 158.7 158 7 169.2 

Global Iik..- 6 1518 15X8 161.4 , 

UKSpaeSftlAcc ..- 6 45.77 9029 104.0(3 60 
UK Spec Site tec 619577 9829 104 80.60 

Step (Albert EJ & Co ni3(UF 
12 Nortall Surat, BlrnlMtom B3 3ER 021-200224* 
AESPnUtara-JbIQMb U4X 119X1 -M7Z57 

Sntiilt & Williamson Unit Trt 6f*rs (10001F 
lMdlngHa«5L Lradoa W1A3AS. 0 -6X7 5377 

S&W Arerrican....X 160* 162.6 172-0 1-23 41X10 

S&WCrih — .0102X5 10225 10225 MX 47*33 

SAW Far Eastern .X 1UJ 112 3 1188 1.00 4MH 

S6W Growtt 5 105.1 106.9*113.0 207 41391 

S&Wtntnnr 5 99 JO 1013 107X b.Z2 >1342 

S& WSmUrScs — 5 262.6 271.6 2944 1X5 4UW 
S& W Mapara __ S 9003 9003 1O02DX9M7BO 
Sovereign (Mt Trt Mngn Ltd dOOOlF 
12 Ctriocfenh Rd, 

-SVj *7X2 4821*5X42 

EUlcal — :5<* <7.97 49.10 52-23 

tacara 5<a 46.40 47.07 50.21 

latlGtHMh 3b 67X0 67.93 72-46 

Ma m ea d .—.... 5b 3786 58.44 62X4(3 92 

UK Grow* ..Sit 50 39 5100 S4.40B28 

StaMard Ufe Trt Mgmt Ud (065 9>H 
3 GeotgtSL EdranrohEHZ 2XZ 

MaaaMAtz __5 34.00 34.00 36 U 

UKEpalV«hAcc ..S 40 67 40.97 43X3 
UKEoKMbteclac-5 36.10 30X7 38.64 S29 
UK Eanghloc A* --5 3b 96 37.24 39 57 1.29; 
UKEoatrGcnAa.X 40X2 40 60 *3.14 1X6 
UKEquhrGetlnc.. 5 33.46 3368 35 79 JX6| 

262.0 264.8 7B7J*2S 
UKl*9irCo,tecF.7h Z28 1 230X 250.1 *25 
GlltAr>dlMlnc... 5124 87 24.88 26 19 B 751 
(TjwUgCMAttF-76 233X 238 0 258X1.52. 

*- 29X* 29.21 

.5X44 5252 SSM, -nroi 
513092 37.17 39.49 U..46I414M 
IMt Trt Mgr* Ud (1500 HI 


Edraomn... 
Far fatten 


5 >, 163 48 64X0 68 93 
1X1 4 153 0 1628 


Rayal Landoa IMt Trt Mto Ud QOOSiH 


NM IMt TTOst Mngn 02001H 
The BUtm Cmtrr. Mcnh Hartnor, Ppra n a rt R 
Enavlrter 0705 


(Accra Unite) 9„ 51, 

AnKrallanp. 5\ 

(Accra Mdf. 56 

c nair te nor — — 56 

(Aeons Unite) 


GiU, ferae 


itrCOllRA r 
95X3 9S-33W lOlH 
76.71 70 71* 81 UN 
54X9 54X9* 57.49 
1106 1106 1248 
141.7 1A3.2M1S4S 
59.43 59.93*63X2 
1521 152J 1618 
1<3X 14U 1520 
5266 5206 56 02 1 



56 
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CURRENCIES, MONEY AND CAPITAL MARKETS 


MONEY MARKETS 

Gilts follow 
downward path 
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GILTS followed a 
downward path last week an^ 
gained no reassurance from 
Friday’s retail price index, giv- 
ing an unchanged year-on -year 
inflation rate of 7.7 per cent in 
January. The City expected a 
fan to 7.5. mainly because rail 
price rises In January 1989 
dropped out of the calcula- 
tion, and this year rail 
increases were delayed until 
February. 


UK dearfcg bask bass tenfteo rats 
15 per coat 
man October 5 


Within the next few months 
inflation will be boosted by 
several factors, including the 
higher rail fares, rising 
mortgage rates and possibly by 
doty increases in the Budget. 
Mr Nick Parsons, economist at 
Union Discount, said the RPI 
could touch 8 per cent in April. 
This is potentially worse for 
gilts than for the structure of 
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POUND SPOT- FORWARD AGAINST THE POUND 


febtt 


interest rates, and for the 
performance of the relative 
futures contracts on Liffe. 

If inflation continues to rise 
it will drive gBts lower, but 
there is no reason to believe 
base rates will rise at present. 
Base rates are equally unlikely 
to fall and this win lead to a 
drift down in the price of short 
sterling, but if the long gilt 
contract continues to &tll at its 
present rate a situation not yet 
seen on the Liffe market is not 
far away. 

At no time has the price of 
the long gilt been lower than 
the price of short sterling, but 
at the end of last week the 
June gilt price was 88-31, while 
June short sterling was 85.15. 
In the later part of last year 
long gilt futures were still 
trading above 954)0, compared 
with a price oT around 864)0 for 
short sterling. Since then the 
fall in the gilt price has been 
much sharper and imlpu g base 
rates go up the two contracts 
could cross within a few 
months. 
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SlSoht The Financial Times Limited, Goldman. Sachs & Co., and County NalWest Securities Limited. 1990 
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ACROSS 

1 Here one might go for slice 
of lamb: Is trout on, too? (6) 

4 Don’s in trouble in place in 
Scotland (held up at the air- 
port?) (8) 

9 Society fooled, we hear? 
That's rigorously correct (6) 

10 Goodness from such cab- 
bage stems (8) 

12 Break in winter - valleys, 
hills in Switzerland? (8) 

13 No. 1 thinker (6) 

15 Irritates the borses (4) 

16 Believe the character might 
replace cash .. . ( 10 ) 

19 did he take it in the 

first place? 00) 

20 The elderly saw eye to eye 
about going out (4) 

23 Overturn request - mainly 
for drink (6) 

25 Form of marine life cut 
short after scale damaged 
( 8 ) 

27 In certain route Northern 
Queen is perfectly calm (8) 

28 The marsh is yellow - in a 
state (6) 

29 You could read with these 
at a pinch' (53) 

30 The paintings around the 
study providing warmth (6) 

The solution to lost Saturday's _ 
with immM of winners on Saturday 


11 


14 


26 


DOWN 

It upholds a principle (could 
be the last) (7) 

Wen-planned cigar test goes 
awry (9) 

Minute goes round quickly! 
( 6 ) 

Press club (4) 

Get late edge after swinging 
wildly? That’s representa- 
tive (8) 

TOok a picture; It includes 

African animal (5) 

Joined together and made a 
scarf? (7) 

A little something given to 
artist for hectic activity 
(3,4) 

Draw attention to some- 
thing: it’s up and gone; 
that's unfavourable (7) 
Divine food for tea? (5,4) 
Fixed on work (8) 

12 in the race re tiring , if s 
said (3,4) 

Step 1 do when dancing put 
down (7) 

Badge for good deed (6) 

Kind of cocktail needed: 
public relations, a bristly 
process (5) 

It’s blown hard in Scotland 
(4) 

puzzle will be published 
March 3. 
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Six 

letaard 

Month 

Months 

Mwtht 

Moetbs 

bteretalco 

7.70-7.80 

7.45-700 

7.95-850 

020-8.40 

B00B.75 

&00 

M 

8.93-9.03 

on 

re 

uv-uv 

9V-9V 

902-9.12 

« 

re 

10.00 

6U-6J! 

w 

uv-uv 

ioi-ioi 

llV-11% 

re 

re 

11V12 

13^-S^ 

w 

re 

re 

UH-124 

re 

re 


Feb 16 

Otero)#* 

7 days 
notice 

One 

Month 

Three 

Months 

Six 

Months 

& 

Interbank Offer 

Interbank Bid 

Sterling CDS 

Local Authority Deps. - 
Local Airthorlnr Bonds .. 
Discount Mkt Deps. ..... 
Company Deposits ..... 
Finance House Deposits 
Treasury Blib(Buj)— ■■ 

Bank Bills (Buy! 

Floe Trade Bins (Buy) _ 

Dollar cos. 

SDR Linked Dep. Offer. 
SDR Linked Dep. BM ... 
ECU Linked Dep. Offer. 
ECU Linked Dep- Bid.. 

13 

13 

14* 

14V 

33 

143 

14V 

15 

143 

14Q 

14V 

15I 

14a 

m3 

& 

4 

10V 

lfj 

15V 

355 

14V 

152 

15 i 

14 E 

15j 
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9\ 

9V 

11 V 

ut. 

15X 

isX 

ISA 
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H* 
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15i 
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LONDON SHARE SERVICE 


BRITISH FUNDS 

I Prtef I Ball Ltd I Wtoot tey- 

atak 1 £ I ml ad I Bm ium 


"Shorts” (Lives np te Five Years) 


L25C Exch. 12 V pc 1990..... 

Mt ireas. 3pcZ990 

60C rrras 8 Vpc 1967-908.. 

JBGSiS 52®K: 

500 itch 2 hpe. 1990 

2.20C rreas li vpc 1991 — 
4W Fmdtag 5 V pc '87-9W. 

403 Treas^oc 1991 

646 Fraas lOpcCr '91#.... 

1551 Esctu Upc 1991 

1 -35f rreas. 8 oc 1991 

900 rreas 12 Vpc 1992PL.. 

160( Troas lQpc 1992 

1400 freas. Bps 1992# 

L2S rrws lOVpc C» 1992#.. 

500 rre*.3pc 1992 

1353 Eicii. 12 Vpc '92 

1,757 Each 13 V pc 1992 

950 Treas8Vpc 1993 

1X50 Treas 10pc 1993# 

IKK rreas 12‘apc 1993#_. 

603 FutkIIiw 6pc 1993#.... 
1250 Treas 13Vpe 1993#... 

I. 050 rreas. eVpc 1994 

600 Treas 14Vpc 1994#... 

J. 1QO Ercft 13V PC 1994. 

1,403 rrws. lOpc La. IW8.J 
1^50 Em±. 12VPC 1994 71 
10O«T?w 9pc 1994#. J 



IZ25*BIbr 1262 
l8Pto.8May 13251 
115 0 «UJb) 1340 
|Ewi6Janl680 

]2S Apr 250a 1285 

tettaZZbor 1270 
ID Jb 101a. 1292 
50cl5Apr 1275 
IdUwBiLt L326 
h?.u. )?i m 1286 
pSAar 250a 1258 
—■llOtalOOd 1335 
1S12J 22M221M 1297 
■M2 UkgZlfA 12S3 
U30aL»pr 1337 
pNw7M*1289 
mnsiLta t328 
BFd)25ta 12651 

150alSprl279 
14JalAJd 1296 
1276 

W3JH.U04 

m&eb - 

Huar 1307 

W&lk* 1 X 7 . 

^Rliui 12841 

Kz**3 1263 

Mi ii i 


Five to Fifteen Years 


Z35C Treas 12pc 1995— 

, 229 Exai3pc Gas 90-95.... 

2. lOt Each. lOVpc 1995 — .. 

1MC [reaj 124. pc 1995#... 

90t Treae. 14pc'9fa. 

750 rreas.9pc 1992-96#.., 

1350 Treas 15Upc 1996«... 

800 Eidil3Vpcl996#... 

1,109 jjnrersJonlDpcl9%. 

L50t Treas 13 Vpc 1997#... 

3,100 EtaO lOVpc 1997. 

3,750 Treas 8 Vpc 199 7# — 

1000 :*th 15ocl997 

2050 ix«i.9Vpel99a 

1,000 rrea6Vcel995-98«.. 

HOC Treas. 15^ pc '98tL..- 

2000 ach. 12pcl998 

1250 Treas 9Vpe 1999#..... 

2,900 L«ch . l/Cpe 1999 

125S rreas. lOVpe 1999.. . 

1541 Ikmmtail5vpcl999. 

1200 Treas. 8 Vpc Ln Soo#. 

1554 jonwreiM 9pc 2000#... 

1017 Treas. 13pc 2000 

1050 Treas lQpc 2001 

1050 Treas. 14«c '98-01 

716 Comerslon lOpc 2002. 

1450 Trees 9 Vpc 2W2. 

1M0 ixcb.9K 2002 

1800 Treas. 33 Vpc 2000- 03.. 
l.OOt Treas lOpc 2003 _ _ 

i MesSezzI 


11206 19.12 25M25Jas 1294 
18.97 25.9 lNwrlMay 12711 
pL93 15.12 2UM2LW L254 


12Z 


1182 9.10 \5Uml3Mm 1298 
11201 1032 Z2JttlZ2Jin 1305 
1169 60 15&pl5M» 1344 
U-82 27.9 3Nov3May 1309 
1100 9.10 154»I5Mvl268 
1166 9.10 15Mu 15*0. 1240 
1176 1B.12 22Jol 22Jao L3Q2 
■U 64 15.1 20taZlftb 
3iL« 23.1 IMarlSep 
fllL87 20.9 77 Apr 270a 
1L5C 13.12 19 Jdl9J* 1273 
1106 25.9 INotIMay L331I 
11. K 24.8 3fflta30S<p 1308 
U 62 16.10 20Miy2«*or 1259 
112 11.12 15J*Jl5Jas 13471 
UK 210 26Stp26ita 1264 
III <7 13.10 i«otinuj usa 
Jll# 16.10 7ZVu22ftsx 1242 
jlLM 22.12 28Jan28ta 13381 
1L2C 25.1 3S«p3Mar 1244 
1169 8.12 l4Jaal4Jif 1299 
lL3l| 22-1 &A*26W1280 
HI16.10 mrnZMm 130 6 
Ha 4.9 110a 11 Apr 1241 
ul22a DFa>27*Hp49 
|Hi3i 3 J0 19Bj7l9Sp72 
11^19 12 250ri2SWfL3O3 

lLD8aU 8lfar8SreGai 


nsepiwvfcno 


1 1L DO 1200 IS Dm ID Ur 1282 
N. 771 8-12 14JM14M 12741 
16.93 18.9 [3A(rZ50aU246 


Over Fifteen 
l.B8llCowntoo9»i« 2005... 

1050 cjreft-10«apc £o5... 

2.200 Treu. 12 *iK 2003-05 
LBOO Treat 8 k 2002-96#. 

3,150 Treas. llVpc 2003-07 
1446 Treas 8^pc 2007#.. 

ilgeit. 

369 DoovVpc Lfl 2DL1 
1000 Treas. Sh pc 2008-12C. ^8 
700 Tre*. 7 Vpc 2012-15# 1=7 
LflOOEacb. 12pel>-'17_.. 


4pc. 

Loan3bpc# 

. 3 1 2pc / 61 AfL^. 

3oe’66 Aft 

s2**pt 

rsa.2fepc — 


Years 

1(L9B| 11.9 I80aUAprb247 
1007 12.2 2BMar3S« 1251 
1112 16 JO ZUUjZUta 1295 
10.7910.11 5Apr50ct 1334 
1LU 18.12 22Jm 22JW 1293 
10U 11.12 16J»16Jrf 1339 
- 26Stp26lhr 1301 
13 A* 1303 1343 

SMrSSa 1336, 
b.12 |12Jan Sri 120 
1.2 UM»lQ5epl330 
20.12 a6Jul2bJas 1332 



10O 6.11 


12JtH2kcD260 




25.8 

1.9 


-125.8 


-t27.12uFeh 1AUS1239 
-|25.10flJun lDe^l352 
U^rlOci; 
SAprSOct: 


1.12 pJaApJd 00238 


lApr lQeti 


1243 

13241 


11315 


Index-Linked 


BRITISH FUNDS— Contd u 

•srl ^ ITIttltflTO 


65d TV. 2pc '92#t97.8J. 

40C Do . 2^94 002. 9) 

loot Do. 2pc '96(67.91... 
90C Do 2^pc *01(78-31. _ 
80C Do. 2*i pc '03(78.83.. 
120C Do. 2pc'D6t690>..... 
95C Do. 2^pc '09(78.83.. 
135C " 

not 

1.70C 
1«< 


Do. 2 pc ' 11(74.63- 
Dol 2>jpc *13(89^).. 
Do. 2>a pc '16(810).- 
._ Do. 2 >2 pc '20(83. 0) . . 
90dDo. 2J*pc*a##977>. 



RSpiSMAa? 
3Ptt 234*9 

ia^u^jifeteSijil 


toi7 

M19I 


i3.77lU.Z2il7Xn^riS^ 

*nVtispactiwe real redengitlM rat* on projected Inflation of 5%. 
00 Figures !■ parentheses stow RPI base for tajexlag, tie B 
■tooths prior to issue! an d bore hern adjusted to reflect rehasiog 
of RPI to 100 In Janowjp 1987. Conversion factor 3.945. RPI for 
Juan 1909: 115.4 and for January 1990: U9.5 

TNT. BANK AND O'SEAS 

aDvBt UVLdZOULJ 

DaBklOVjcU2DOTJ 
tar Bk Zloc La 2002.7 
, *D«iBkl2^c 
Do. 9 VpcLn 20) 

OlOVpd 


lOOwta 

7|Ero 


1751. 
508^ 


115.. .. 

2009.. 
sttvisnai 



CORPORATION LOANS 



JjUm gool 3 

3pO.3pc P ^20 Af 23i 
“ d£ui ll>apc20O7_ I 954t 


15KUjl5te»to7 

lAprlOct 1 
HliaAr*6iBM 
12 1XLL>» lfli^l' 
■ lUar JnSDMM 
BSApr250cu3Z75 


j2647 

Kl4b 

MU9 

■ta.98 

p97 


COMMONWEALTH & 
AFRICAN LOANS 

14ta 7>4PC 1988-92 — _ j 87111225) 112 {liar lJnl 
^Jttodf^pcSoa-Asrtd.l 2 p 2J“H - llaprlOrt 
«no.4^pcfr4ZAtad — 1 M>st9 03 14.7 I7 f5 7 " 


LOANS 


Baildlng 

- retataS.12Bpc212.90_' 

- Do. 12Vpcl9J,90.„. 
2£ )o. 133, pc 23.4.90.... 

2£ Do. 13pc 143.90 

- Do. 13 Upc 4/6/90 — 

- Do. 14 Xpe 2.7 .90 

- Do. 13% pc 23- 7. 90 — 

2t Do. 13 i pc 130.90... 

2 1 >0.13 bpc B*3.9.90l. 

6C To. 3VpclLLa2021_ 
50®O-4i5pcfL-24 


1122 21.71 ■■■■ 

1525 - 19Mrl3Sep| 

11325 18.9 234trl70£tl 

1526 9.10 14flwata| 

■■15-2' - 4ta50Hor 

9*31527 27.11 2jl> 2faDec 
99AJ 1524 18.12 171 m 231* 
■■1525 9.1 7F*13Aug ■ 

JWiia 2ar*3s»l - 

1«M4 82 22.6 3QJa«31jiu34b5 
102^14-591 22.1 mf*72&Wm 


Public Board and Xnd. 

25hleL Wtr. 3pc *B* J 45) 10061 1.2 llUarlSepb361 


FOREIGN BONDS & RAILS 
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AMERICANS —Contd 


np-fa 

- pBlo-Rad Lahs-A.. 

546.2 Bo-aar Me- - 

b80.t BraiBWlck 75c.._ 

3092' 7C Infill. 25c. 

1590 3aJitotilaEngjr, 
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2209' UrysierS6V 
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2337.< Msatr+taoHieSL. 
10732 lort'l Bata Core 54. 

- »Ccnoritr !X*a Sctr 

8bZ 6 Dana Cora. 51 

155.* Data General 

4S77J Don & Bradstim SL. 
12966 Eaton Carpn. 50c.... 

4526 Edillnlne 
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Z06ft5FTtwr (tap 62 h pc.. 

HiTl' Ford Mow SI 
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- fGand Hot Carp SL. 
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212787 Morris tPMI Ip) I 

UU521 HVNEXS1 - 
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muSSSMt- 
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744.6 Pail Core. 25c 


20771 >emieolf831/3e— 

2207 1 Juaifr Oats S5 

676.7 {nNYCorenS5— . 
33831 tataKlIlatl.SL... 
6032.1 Sears, RorimcL 75c 
9.7166 kntlwesteniBellSL 

24961 Sun Co. Inc.SL 

'605 TRW toe. 62fec I 
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4pm prices February 16 


NEW YORK STOCK EXCHANGE COMPOSITE PRICES 


UHoaa 

Wflti Lorn 


VI I 


Cb’ga 


37% 24% AAR 
9% 8% A CUn 136 
I'S W% ACUte 126 

s% a acmm nun 

121* iilj ACI/94M 
11% 10 AGMSclX 
9% a% acmSp un 
19% 11% AL Lab .10 
4% 3% AMCA .12* 

«% 3% AM IrtO 
X-'z 16% AM to p 3 
107% 52% MIR 
77 25 Afttp(2S7 

& 


DM.YM.E tOOaWtfi Un* QnottOoM 

- A— A— A - 

M 15 19 522 31% 30% 31% + % 


39 ASA 


3a 


70% 48%AMUb 140 
17V 11%AbMbi g M 


13 8% flemeC 40 

38% 25% Acusn 
10% 12% AdoEx 2JJ0O 
13% 7% Adobe 

20 V 16% Mob [d 1.84 
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LtecFn 1.12 8 07 3A 0* 22%+ * 

Until a 74 2D to 30 29 29* — * 

Unsay 6 235 0* 0 0*+ * 

LlaaarT M 627 10 9% M 

UqBox 49 14 1 32* 52S SC* +2* 

LhCUb 48 145368 »* 23 23* t * 

LoglcO 8 310 3% 6* 3*- * 

Inn asr 1733 4* 3% 4 + * 

LRFn 461 0* US M*+ * 

Lotus M 180 B* 29 3*- * 

Loyola 6 49 13* U* »S 

„ II _ M — 

KB 1420U0S 32* 82*+ S 

MOT Cp 0 Ml 0* 8* 6* 

USCar 18 68 21* 21 ft 

MTS A to Ii 23* 23* 23* - * 

MartTr 40 9% 9* J% + * 

118 g 40 Sacra M? M* M* 
UMQEUt 12 37 33* 0 33*+ * 

UagmP 31 485 ft* W% ft* 

Magna) 44 0 UO 6*6 6*+S 

MaHBx a S 333 M* 17* 18 -1 
Main S TO* ro TO — * 

MmOw la 11 aa »* 19 w*+ * 

MfnW LW 7 231 51* art 90%+ S 

MariN ta 48? S3* 22* 49 - * 

Marital a 9 54 22* ft* 0* 

UiffhSu 45 13 35 M* M M - * 

MateM 146 8 10 0* 33* 33*- * 

MaiteL ■ 328 7* 7* 7*- * 

UdFdBe t M 10 MS 10* 10*+ * 

Uncot I 773 6* 6 6 

M aa a i ir 44 50 l%di* H- * 

Maxim M 120 9* rt D*+ * 

Muter 17 2085 »S n 11*- * 

I AOa 9 40 Irt 


Stock Six. MOa Mgh Low UalCliaa 
mcftW ft 38 4 4 4 + * 

RJgs» 725 7 1 » 0* »* 19%+ * 

RoadSvt.M M 879 40* 39* 39%- * 

ROdtCS A4 8 863 13 12* 13 + * 

RavWn jo 10 174 II 10* 10* 

HcaaB .Ma 12 30 rt 5* 5*- * 

nooeSff 6 1240 io% to* 10 *- * 
Hohob 46 1ED CE4 »* 23* 0 
RyanF 17 3766 7* 6* 7 + * 

- 9-3 - 

n 10 299 10* W M*+ * 

.10 IS 73 17 18* 16*- * 

433 12* 1C* 12*- * 

« 12 34* 34* 34*- * 

120 8 2913 07% 96* 36*- % 

11 a 7 7 7 - * 

M 71 8* 8* 8*- * 

I 214146 44* 41* 42*- % 

.40 18 133 IS? H* 15* 

240 7 7587 » 66* sa* 

48 7 0 6* 5* 6* - * 

40a B M« 15% 15* IS*- * 

I .10 16 110 22* 22* 22* 

46 18 171 27* SB* 0*-1* 

A4 16 M 3T* 0* 0*-1 

6 19 2220 0* 19* 19%+ * 

11 7Mu1B* 18 * 18 * + * 

.48 36x2221 2£* ZT* 22* + 1* 

6 3909 18* 17* 17*- * 

■ 48 M 12 21 0* 0% 

42 8 22 10* 19 IB* + * 

M 3* 3* 3* 

40 2124 Ml* d 8* 9* - * 

l 46 6 MS 17* 17* 17* 

40 133011 11* 11 II 

l ffl 3J0 21* 0* 0*- * 

» 990 15* r?* 13* + * 

191 5* 6 5 

44 M 973 13* 12* 12*- * 

19 284 24 0* 33*+ * 

16 21 0* 0 20* 

AO 0 678 »* 57 58% + 1* 

6 353 B* 8* B*+ * 

ilQr 8 96 30 IB* IB*- * 

6 TM 6* 6* B*+ * 

i ' 8 810 «* d 5* S - * 

l 43 3 311 10* » »*+ * 

M 64 16* M* 18* — * 


Maxim M 128 B* 6* B*+ * 

Maxtor 172085 »S H Irt- * 

MaxwMAOa 3 40 Irt 14* 14* -1* 

McCaw 4478 ft* ft* ft*+ * 

McCora A4 IB Sis 22 0* 21*+ * 

McQfte 12 2 17* 17* 17*- * 


McGfte 12 2 17* 17* 17*- * 

U xd rC a 44 3318 MS 17* 17*- * 

MadCra a 1386 22* 0* 22*- * 

Manaag 3D 348 id* to* V»*+ * 

UadSb a as Mi 0* 0* »*- * 

Mad Ui 38 846 5* 5* 6 + * 

Uotwni -24* 9 85 11* 10* 10%-* 


Manor .M 18 518 12* 12* 12* 

UanlC a JO 13 0634 10* IS* 15* 

MecBoTAO 617 CD 0* 24* 24*+ * 

MrcBka 40 Ml 1ST 24* 0* 24 

Hnmizi 9 in a a* a*- * 

MareSn 40 C 3 14% u* 14%+ * 

MrdoSc 1 JB 9 837 U* 17? 17?- * 

Maria 2062 2? 2* 2* 

MaryOa I U 17*8 0% 0% 0%- * 

Mateaff 24 283 28* 0 26*+ * 

Mauurl 0 20 5* 5* 3* - * 

MsffM 10 »% rt 6*+ * 

MayarF 13 UO 17* 10% 16*- % 

Michr JO 15 86 16% 14% IS* 

MkMff 2 4 123 42* 42* 42*+ % 

Mteraga a 263 10 8% a*- * 

Mkcram 8 201 4% 4% 4%+ * 

MtcrTo 63141 M* M* 10 *- * 

Mtorap 330 8% 5* 3*+ * 

Mias a 14 241 M M* 18 + * 

MJerafg W 36 8* 5* 5*- ? 

Mcaft 37 4322 tfl8* 07* 33 +1 

MkUCp 143 4 1647 0% 21* 0 - * 

MktSth 111 M* 12* M* 

Um>Qr jo 11 179 IB* M 18* — * 

MUbHr 42 12 90 13* M* M*+ S 

WBran a 57 M* 16 U 

Mtenta a M ft 11 MS 11 

HblTal M» 3* 6% B*+ % 

Medina 40 12 Q 13% 13% «? 


12 Q 18% 18% W% 

401418 13% MS 16*+ % 

30 152 3% rt a*— % 


Uolax 40 17 09 42 41* 41*+* 

■ I — o n 43 fi 40 M* 14* 14*+ * 

Morraa 44 M 233 0* 20 26*+ * 

Moatoa 43 70 107 17* 17 17*+ * 

Huai* 40 3 718 14 12 * 10*+ * 

Udtei h V M 0* 0* 0*+ S 
dycoga 104 u n* il*+ * 

' wm wm 

MAC R 4 JO 15 40 35* X* OS* 

ICC J6n 47 10 «% 66* 68* “I* 
fCSB 37 5 4% rt-9-M! 

NWNL 1J0 7 2862 30* 21% 30 + * 

hvmaocao id 400 a* a 0 *+ * 

toffiF 43 13 XT 0* 0 0 

toue 10 9* 5% 3S 

WComBkIAD 5 31 0 0 0 

•cpff a M 00 B* rt rt+ s 

nan .44 u 468 so* a 0 *- * 

«MB JSo 3 1* 1* 1*— 1-16 

CPU a sis n* 17% 18 - * 
DwtfC a 241 9% «% 8* ■ 

USon J4 M 739 12 ' 11% 11%-% 
4SCO -90 14* 14* 14*-* 

Mtosr 3t r04S 16 % M* «*+ S 

MOB 0 100 a 0 23*- S 

MukSy 17 8372 M* 8* 9* 

tanks S a 205 24* 23% 25*- % 

NECrii a ix a 44* a +i* 

NE Bub 40 U 376 17* 17 17*+ % 

Nwknag 216 to* M TO*+ * 

KJ 38 JO 0 37 US 12% 13*+ * 

NY Bop 11 a 11 W* 11 + * 

takMnfc 21 H 6 0% 12*— S 

9469c 40 3 0 7* 7 7* 

krtdBk 40 811 7* 7 7%+ * 

tawpl -M 12 ft 9% 9% B%— S 

topPk 754 9 2* 3 

IkaB 40 M 3531 64* SOS 54*+ * 
fctaOr 2S50 5* 6* 9 + * 

lorffin 32 16 x« 62 51 S + 1 * 

lORtat 0 M 33912 31 d2B* 28* -3* 

■toratan 11 0 11 % io% 11 - * 

NoFkBe a 6 a M% rt* «%- % 

NWaira 0 0 7 0% a* 40* 

NMHcp 140 461 M7 X* 33* 30*- * 

NorTrarUZ 20 t» art 63* 0*+ S 

MoSdaSvJOa 7 12 14 14 14 * * 

Nwnq 144 ii 0 a* a* a* 

NorwFn JO 115 14 7 a* 6%+ % 

NowaPh 386 5 4% 4%- * 

NoraCr 26 285 18% 16 10%+ S 

Homo 0 9385 36* 35* »*- % 

♦toratan 7 6ft 13% 12% *2%- S 

KuWS 664 3 2* 2?+ * 

Nucip I Bt 6* 6* 6* 

Mummg rt 003 6* 5* 5*- * 

Nowad ft 5* 4% 5* 

- 0-0 - 

DcuUre ft 309 W* 15* 19 * -1 

Ocnanar 30 3668 11% 11* 1i%+ % 

Octal 30 3163 0* X* 0?- % 

no »% rt* 13* + * 

37 1269 19 14* 14*- * 

14 3546 11% 11* 11* 

loCa Z3t 91238 ft ft* 41%+% 


i ' 8 810 4* d 5% 0 - * 

l 43 3 311 10* M W*+ * 

U 64 IB* U* 16*- * 

16 n 11 % II II* + % 

1» 6 224 0* X* 2B*+ * 

40 4 109 17 «* 10*- * 

7 11 6* 5* 5*- * 

C 960 18* 17* 17*- * 
90 36«8 13* MS 19*+ % 
44 IS 2BSB 31* 31 01* 

9 4 0% 6% 6S- * 

.72 8 894 a* a* a* 

2.12 m 9 a a* a + % 

144 8x171 21* 20% a*- % 

JOB IS IX IB* 19 IB + * 

ft « a* »% rt 

46 CxffiS MS 15% IB - * 

ft a n* ia* us- * 

43 10 M3 U* M* W* 

AO 72 7* 7 7 - * 

B 170 10 9* 9* — * 

44 13 504 0% 0% 37*- % 

M 13 1U 10% 10% 10%+ * 

JB IS 12 11 10* 11 + * 

.121 14 460 23* 0% a*- * 

AO 1629 3 HI 16* 19* 

■MB 9 3ft 17% 16% M%- % 

65o 9 387 0% 0* 0*- % 

I.MD 11 TAX 0* 0* 

H 996036 0* 35* + 1 

S 403 0 21 21 - * 

18 X 9 8% P - * 

05 8* 6* B*- * 

41 11 H» 23 0% 22% 

X 3* 3 3 

10 B 3 0% 0 0%+ % 

401 4 3% 4 + * 

7 X 11% 11* 11*-* 

44 9 7 18 17* W 

40 8 77 17* 16* 17 - * 

17 1306 21% II Zl — * 
ft 17216 ft 21% 2T% — 1 

8 S «% B* 8* 

1.12 9 54 »* Irt 20* 

LOU X 465 M 18* 16% 

inr 17* 17 T7%+ % 

0 7«n30 a* »*+ * 

0 12* 13* 13% 

0 11 14* 14* 14*- % 

I as 338 at 0% 23% - % 

JR 17 0 X* 0% X + % 

ft too 8 5% 8 + * 

- T-T - 

TBC • 11 384 11% 11% IIS- S 

TCA a 24 0 1015 M% 14 M*+ S 

I TJteO A2 10 5 ES? 23 a* + * 

TP! En 624 8 6% B - * 

Taknan 30 3 15 8* 8* 8* 

TchDta 8 83 OS 9* 9%+ % 

TchCon 11 366 ll 9* 10*+ * 
Tectjm aaam 8 306 IX 10 10-3 

T«jra ia a a* 2 s* a* 

retain: If 10 •% 9* 0 * + % 

TMco a 844 10% 10* 10*- * 

TkmAa B2B0 16? 19* IS*- * 

TtanBa 40 IB M IB 

Tatocrd 1 19 <80 0* X* 3rt- % 

Tebnate 0 3? 3* 3%+ * 

Tataba 18 688 8% 8* 6* 

Tutor MS a* 6 5* 

Tamm 1.12 -n 641 34% 34* 34 %- % 

Taradta XM47u3i 26* 33 -1 

Tarax J05 12 214 u0% 28* 0% + 1 

3Com 14 208 12* 11% 12 + % 

Tocran 338 IB* 15* 15*+ * 

TUMP 4to 0 M 88* a* «*+>? 

Toppns A4 13 710 14* M* 14% 

Tradfci 746 6* 2% 8*+ S 

TnrackJOa 10 330 ft* 20* ft* 

Trim** 3 0 0 0 

TVknad 40 4% 4 4 - * 

Tries « JB TO 436 4* 4% 4%- % 

Tseng 421 3%95-M 8%+VM 

ZOCntn AS 7 230 »% 23* O? 

TjrcoTy g AM ft* tof 20 % 

TycoTf m X 8* 7% 7? + * 

Tyson 44 W 2375 M* 24% »*+ % 

• - U-U - 

USTCp 0 0 X 14 13% T3%- * 

Item* 10 834 14% 13* 13* — 1* 

UnBnk 1J2B 0 41 X S* ZS + * 

UAEn A 134 M% M* M%+ % 

UAEn B 8X16*18 W*+ * 

UBCol JO rr <1 0 * 17% 17% - * 

UCttQs JB 18 TS 16% 15* 15* 

UnDom 1J4 ft IX 18* M% M%+ * 

unFdBc a 5 10% 10% U%+ * 

UQamg IS IX 10 * W* 10 *- % 

LWOr a on 10 * 10 io* 


146 B 3W 25* 26% 25* 

44 14 10 ms a a*- s 

> .74b 8 607 25* 26 X* 

148 338 11 10* 10* 

■ a ft 1423 ft* 23* 23%+ * 
.120 5 10 B* 0% 9%— * 

290 1 ? 1 + * 

. » W 8* 8% 8*+ * 

as ai a* 24 * as 

a ft 1019 M* 0% 22 % -1 
1 1 J2a « 161 18% 0* M* 

> 1000 6 ID W » + * 

AI M 8090 38* XS 3ft* + * 

8 X 3 446 9* 9* ft* 

148 13 814 24* 24* 84* 

- P-O - 

PCS » 78 15* 15* 15* 

Paonr la 6 403 40* X 40 +1 

PacOanl ft 165 IS* 15% 15*+ * 
PacNuC V W 5% rt 6%+ * 

Fftlem 1JM 13 IU 34* 23* M% + * 

PacOC a 23 sn Zt* ft* ft*- * 

ParitOh K M4 6 5% 8?- * 

Patent t . 25 10 8* 5* 0 *+ * 

Payette .18 24 44 18b IB* 18*- * 

HmxTn 220 X 14 44% 42% 43* -1* 

Parnalr JB M 46 31% 31 31 + S 

PMcti ft IX 6* 51-16 5*- S 

Prawn* 3S 20S u»* 29* X* 
PBcMtor 1.12 » »0 »* Mb »* * * 

PaopCT .72 8 1U 7% 7% 7*+ * 

PaopKrt a 61848 16% 15% 18*+ % 
PeoWst A8b 9 X M* M* 16*-* 
PartTc 30 45 3* 3% 3*+ * 

ParpF 5 805 5b 6* 6*+ * 

Poena 1.12 41 133 25* Z* 26*+ * 

Plated 20a 20 179 X* 0* 23*+ % 

Ptenk 44 309 4* 4 4 - * 

PtexMd 13* 6* 4% S*+ % 

RmiTc MS 3% 3* 3*- * 

PtaSara 3107 TO* 10* 10*— * 

PfeOrio M 11 10 13 12* 12% - S 

PtonFdi 84* 72 32* 32 S2*+ % 

PfenFn J4a 2 49* 9 9-* 

PtanPS 7 81 14% 14* 14* 

Ptondp JO 11 0 B* 24% 25* + * 

PtonHi 1.X 0 604 41% 41* 41% - % 

PleyUa 2> 1M 34* X* 34 - * 

PopRad S3 16 M* 14*+ * 

PoughSv JO 968 9* B* 9*+ * 

Pom6 27 en »* ft* 6*+ * 

PrarBQ M7402 5* 4% 6 + * 

PradJa 6 838 8% 7* 8%+ ? 

PrainCp 0 0 M* 9* 10 - * 

PrteeCo 140a M M69 X* X X* 

PrcTR • M U 298 X 0* X + % 

Prteor (20 0 6% 6* ft* 

MaPl MO MB 8 * 6 % 8 1 7 % 

PrtdOp .18 M TM 17% 16% 17% 4- * 

ProaGp 311 14* M «4*+ * 

PR«JB .70 11 8 »* 12% 12* 

PrvBkSlt.40 » 72 11* W* 11*+ S 

PnUA .70 8 80 13% Irt «%+ k 

PnUB .70 71774 23% S 33 + * 

Near 14 470 7? 7 7 - S 

PgSdBe JB 12 64 21% ft ft - % 

Pdntra 40 M x a% a% a% , 

PurtBdi .11 « lflS 22 21% 21 *- * 

PyrniT 24 2381 826* 24% 04* 

me AOa 34 382 18* M « - * 

(XakOi an 1 a a a - % 

QFeoda 20 W 23 30 X - * 

Qunkna 7 3332 11* 10% »%- * 

Quftdv M 222 20% 30 X*+ * : 

Duma 7 ft 6* 8 ft* 

- n-n - 

RPM 48 M 711 20% 20 20%+ S 

ftS Fnf 3 8 8* 8% 8*+ * ! 

RatebT M 385 15 U IS +1 | 

Ramp JB 4 1 7% 7% 7%+ * 1 

RaptOD 101 11% 11* 11%+* 

RpPicA 0 ax 7 % 7 * 7 %+ * I 

Heutttd «a 21 1803 64* 53% 63% - % 
Rawn 10 30 7% 7* 7*+ * I 


e «□ 3U to +1 

155 «% »% W%+ * 
17 10 B% rt 6%+ % 

13 116 34* 23* M*+ * 


uHxsr a *n 10 * 10 io* 

uatSwa M 4% 4% 4%+ * 

USB Or 5 ft% ft* 21 %- * 

US Sc a 1 81515 »* 28* 26*- % 

UBHHC 33 20 2066 12 11% 11% 

US 1>at 140 11 124 34* 34% 34%- * 

USWW 1333 33 0* X + * 

USHtn AO 9 G02 12* 12* 12*+ * 

Iterator 91 X 34* X* X* 

Unkeg 30 30 12 * 12 * 12* 

UnvHk JDa 13 a 8* 9* B*- * 

UabMd X 483 0% B 9*+ * 

- V-V - 

V Band 0 3% 3% 3% + S 

VLSI 813 357 3* 8* B% 

VMS II .13) 2 162 1* % 1 + * 

VMX 05 06116-16 1* 116-16 

VSBBe 40 TO » (Z* TZ% 12% * * 

VWR JO 14 0 15* 15* 15 *- * 

VaJkJLg 10 2001 3* 3 3 - * 

V»t»9c 1.12 10 X6 ft* M* ft* 

KDR3L M0 1* 1 1 -MB 

VaBM 220 14* 14 M%+ * 

VatentsJ9 10 2 X 0 * 17% 17 * + * 

VgrtCia 423 X 0* M*- * 

Vartan 7 13 6 6% 5% 

Moot* W 10 17* M? 17* + * 

Vlpont 1 to BBS O* 13% 19*+ * 

VaBdta 2 ft 4 3* 4 + * 

Vftatelt M 4596 16 15* TA%+ * 

VMOM 34 SS ft* »* 21* 

VaNO 1J4S 7 0 0* 0* M%+ * 

_ _ 

WD40 1.72 15 10 ft* X* X* 

WPPQpl.Ma 10 1» 23* 23 X*+ * 

WTO 5 B6 B% B* 9*— * 

KtoshEn 142 13 10 19% 19* U*- * 

WFSL 1J2 TO TIB 0% 37* X%+ * 

WMPDr JO 14 X 11 10* 10* 

wvse AO M XI J7% 17* 17% - % 

WMSB pH 75 2X 40* ft* 40*+ % 

WOBdnd 30 17 226 0% 32* 33 - % 

WausP JBb IS 24 X 35*0+* 
Warar JB 60 1 24% 24* 24*- * 


33 201 lO* U% 16% — * 

Womar .12 12 10 IS* 17* M + * 

WMOuaaJB g 178 X% X* 23%+ * 

Wtaicap 6 7* 7 7 - * 

MtaMtote » M 31* »% ft + * 

WXMPb IS 1152 IB* 17* 16*+ % 

Wawnk ft SOS 48% 44* 45 - * 

Wimic 17 38 X* X* X* 

Wtotan 263 84 7% 7% 7% — * 

WW-On B47 6* 3* 6*- % 

Warn JO 13 377 X* 25* 25% - % 


si sr 


WIIUA1.10 77 8 46% 44 46% + 1% 

WIIIaM I .BOB 7 13 X* ft* 0* + b 
WmSrax X M 37 a? 37 - * 

tfflmTr 1A4 11 30 X X* 0 + * 

Wisely IB 0 10* 10% HI* 

WlsarO AO M 145 21* 20% 21* 

WoW» JEW BUM* IS* 18*+ % 

mcti cm ns » is%+ % 

Wort® 30 W 458 ft . 20* 21 + * 

Wyman 40 271 14* 13% 14*+ * 

-X-Y-2- 

XLDtaa 48X 7* 7 7 - * 

XOMA. 1432 X 19% 19* + % 

Scot 144 9ft 3% 2? 2% 

Xyran 48 2%d2* 2%+1-u 

YanEnS .760 13 1S6 21% X* X* 

YitowF 30 0 274 ft? 24* ft*- % 

Yordte 16 305 10 * 8* B%- * 

SenUt 1A4 12 ft 0* 33 37%+ * 


Have your 
F.TJhand 


20 20% + S 

8% B*+ * 

M IS +1 
T% 7%+ * 
11* 11%+* 
7* 7%+ * 


delivered 

if you work in the 
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The costly 
business of 
government 
computing 

C entral gov ern ments are 
the computer industry’s 
biggest customers and 
ran influence it profoundly. In 
the UK alone, the amount 
spent annually on information 
systems is approaching £Um. 
Government computing in the 
UK, however, is a paradox. On 
the one hand, and in common 
with other governments and 
organisations like the Euro- 
pean Commission, it 1s in the 
vanguard of the move towards 
“open" or industry standard 
systems which have as a big 
objective reduced costs for 
users. In this, it sets an exam- 
ple which commercial compa- 
nies have been slow to follow. 

On the other hand, central 
government pr o cu r em ent pro- 
cedures are anachronistic, 
time-consuming and badly 
matched to the needs of the 
civil servants at every level in 
executive departments who 
use the technology. Those pro- 
cedures stifle the development 
of imaginative uses of. infor- 
mation technology in govern- 
ment 

The commercial world is 
years ahead here. Mr David 
Teague, who runs the Central 
Government Business Unit for 
International Computers QCLU 
the UK's largest computer 
manufacturer and largest sup- 
plier to the government, calcu- 
lates that imefHdencles in 
procurement process add some 
30 per cent to the cost of gov- 
ernment computing. In the pri- 
vate sector this figure Is 5 per 
cent 

Lower margins 

These two things - the 
move towards open systems 
and unwarranted procurement 
overheads - reinforce each 
other to make life difficult for 
both suppliers and computer 
users. Systems based on stan- 
dard hardware and software 
have intrinsically lower profit 
marg ins than proprietary 
systems. 

Gross margins of 60 per cent 
or more on proprietary main- 
frame computers are being cut 
to 40 per cent or less on open 
systems sales. Yet traditional 
procurement methods waste 
time and money and squander 
innovation. 

Hie result is that tendering 
for government business has 
become at best a marginally 
profitable activity for many 
suppliers. Mr Teague says that 
Id. has refused to bid for con- 
tracts where there is no pros- 
pect of reasonable profit. 
Other suppliers, he adds, have 
won contracts but lost money. 

Their customers suffer now 
by being deprived of the tradi- 
tional services - consultancy, 
training and so on - that sup- 
pliers threw in free. 

The procurement process is 
controlled by EC and Gatt reg- 
ulations designed to encourage 
fair competition. Take, for 
example, the installation of an 
office automation system for a 
government department. Its 
need for the system is Identi- 
fied by the department, which 
discusses technical require- 
ments with government IT 
staff. Technical requirements, 
mind, not user requirements. 

Drawing up a technical spec- 
ification might take a year. 
Some level of feedback to the 
proposals might be sought 
from leading suppliers. 

At this stage the formal 
invitation to tender is adver- 
tised in tile EC Journal. Evalu- 
ation of the varlons bids 
indndlftp simulation test- 
ing ta k es a further - statu- 
tory - 42 weeks. All in all, it 
could take two to three years 
from the initial request to 
delivery of the final system. 

Broken rules 

Such a process breaks e ve r y 
rule of sensible systems speci- 
fication. The user's real needs | 
are consistently ignored and ' 
valuable time and money is ! 
wasted on elaborate competi- 
tive bids. Most significantly, 
all experience suggests that 
after three years the original 
requirement will have changed 
out of all recognition. 

Mr Teague would like to see 
more of a partnership between 
suppliers and their central 
government customers in the 
early stages of procurement to 
cut these bidden costs of pro- 
curement. Such joint 
approaches are common in the 
commercial world. The diffi- 
culty seems to be the zeal with 
which officialdom applies the 
Gatt and EC roles. 

The rules cannot be changed 
overnight, but the prospect of 
savings of 30 per emit on £Ibn 
a year should be doug h to 
encourage a modicum of flexi- 
bility with these outdated pro- 
cedures. 

Alan Cane 
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Monda y Inter view 

The 

Master’s 

view 

David Calcutt, the chairman of 
the Takeover Panel, talks to 


“DO YOU think takeovers are 
a good thing?”, David Calcutt 
is asked- 

“Does that matter?”, he 
replies. 

"Well, does it?", the ques- 
tioner persists. 

But Mr Calcutt, who took 
over in October 1989 as chair- 
man of the Takeover Panel, the 
UK watchdog on bids and 
deals, is a QC of 17 years stand- 
ing and not about to fall for 
this one. 

Tm more than content to be 
a regulator, “ he replies in 
i tones reminiscent of Gielgud at 
bis mellifluous best Tve been 
asked if I will preside over the 
Takeover Panel and been pres- 
ented with a system. 

"But the virtues of take- 
overs, that seems to me to be a 
matter for the Government, the 
DTI, shareholders, almost any- 
one you Tike except me.” 

It is a reply which sums up 
much of the Panel chairman’s 
approach. He is talking from a 
book-lined room in the Mas- 
ter’s Lodge of Magdalene Col- 
lege, Cambridge, where he also 
presides. Organised bundles of 
red-ribboned briefs abound, a 
reminder that his legal work 
continues. The mantlepiece is 
neatly piled with papers and 
invitations. There are two easy 
armchairs and an ungiamorous 
one-bar electric fire. It is a mix- 
ture of order, reassurance and 
restraint. Above all, it is practi- 
cal. 

The same spirit shows up in 
Mr Calcutt's answers. One 
might imagine that beading 
the UK’s takeover watchdog 
and watching over the develop- 
ment of its rules would require 
some assessment of the merits 
of the whole frenetic world of 
bids and deals. But David Cal- 
cutt is resolutely pragmatic. 
He is emphatic that the upper 
ranks of the legal profession 
should be used for more widely 
as arbitrators, - as opposed to 
policy-makers - and should be 
correspondingly jealous of 

TtiitepgnriPiiHi 

“What 1 privately feel," he 
says, “I shall keep private 
because I could jeopardise the 
independence which 1 want to 
maintain.” 

One wonders how much of a 
mask this professional attitude 
is. Mr Cakmtt, who rejects the 
idea of "a certain 
person deciding on problem 
after problem,” claims to have 
strong feelings about many of 
the matters before him. 

Unlike Lord Alexander, who 
quit the Panel chairmanship 
after just two years to head 
National Westminster Bank, 
this courteous, top-ranking 
lawyer is an unfamiliar figure, 
both to City practitioners and 
to the general public. As a QC, 
Lord Alexander handled atten- 
tion-grabbing cases, such as 
appearing for Kerry Packer’s 
rebel cricketers and for BP 
over the sanctions row with 
Lonrho. 

Mr Calcutt, by contrast, has 


Nikki Tait 

tended to tackle less glamorous 
matters, including civil service 
pay arbitration - which, he 
points out, affected. 1.5m people 
- coal mine closures (via the 
Colliery Industry Review 
Body), and the Falklands 
Commission of Inquiry 
which he chaired. Only in very 
recent times, notably as chair- 
man of the inquiry into privacy 
and tiie press, has he featured 
more prominently in public. 

It would be easy to assume 
that his role at the Takeover 
Panel will be less high-profile, 
too. Lord Alexander took over 
shortly after the Guinness 
affair, when the Takeover 
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Panel’s credibility as an effec- 
tive regulator was in question. 
Some beefing up of rules and 
resources ensued, and most 
City practitioners believe that 
the past couple of years have 
been negotiated with a good 
deal of credit and no serious 
mishaps. 

But Europe looms large, and 
attempts to draw up a common 
European takeover code, part 
of the 1992 harmonisation mea- 
sures, have raised again the 
issue of whether Britain’s non- 
statutory regulatory system is 
the m ost sui table. 

Not surprisingly, Mr Cal cutt 
is an enthusiast for the UK 
approach, professing himself 
content with the Panel’s pow- 
ers and resources. 

I think now we have got 


sufficient sanctions in three 
r es pe cts," he says. "First, it is 
known that if a party breaks 
the rules during the course of a 
takeover it is liable to be 
exposed by the Panel in a 

s tatement and that canno t be 

good either for the merchant 
hawk or for the rfiimt. Second, 
there is cnid shouldering. And 
third, we're now under the 
ninhrpiia of the Financial Ser- 
vices Act and its restrictions." 

He pauses, before delivering 
a well-worn trump card. "If 
you need living proof of it, it 
most have been quite difficult 
to persuade Guinness to part 
with £85m” - the amount 
which the dr inks group was 
obliged to pay to Distillers 
shareholders as a result of 
transgressing Panel rules dur- 
ing the hid battle tor control 

But not without a battle 
which progressed all the way 
up to the House of Lords? 

"Never min d," Mr Calcutt 
says with a smile. "We won the 
battle. I feel that was a tremen- 
dous achievement That proves 
that we’re in business. We’re 
j ug* ^ toothless tiger." 

Even so, the thought persists 
that, while such all-out efforts 
may establish the Panel’s ulti- 
mate authority, at a day-today 
level merchant banks do 
indulge in minor ‘transgres- 
sions with remarkable fre- 
quency. Public rebukes seem 
to do little to deter them. 

“They can't know at the time 
what the reaction is going to 
be,” suggests Mr Calcutt in 
defence. Then, with the sort of 
diplomatic touch which may 
prove invaluable in Brussels, 
he soothes the discussion. 
"This is exactly the sort of 
thing which one’s got to keep 
under review the whole time 
and see where we need to go 
from hero. At the moment Fm 
quite content. We may have to 
look at it" 

The point is critical, ff the 
UK Is to persuade its European 
partners that self-regulation 


Cairo fights for its 
Islamic heritage 


IT IS the metropolis of the 
immerse, the garden of the 
world, the nest of the human 
species, the gateway to Islam, 
the throne of royalty: it is a city 
embellished urith castles and 
palaces and adorned with mon- 
asteries of dervishes and with 
colleges lit by the moons and 
the stars of erudition, 

W ith these words Ibn 
Khaldun, the great 
14th century Arab 
historian, drew a picture of 
Islamic Cairo so extravagant in 
its praise, so unstinting in its 
admiration for the architec- 
tural achievements of the 
Mameluke rulers and their 
Fatimid predecessors, that it is 
difficult on reading his words 
not to be Infected by his enthu- 
siasm. And to ask why the leg- 
acy is not better appreciated 
today. 

Within an area of a little 
more than three square kilo- 
metres lies some of the world's 
finest examples of medieval 
architecture; and yet many of 
the monuments are crumbling, 
victims of neglect, the sheer 
weight of population and the 
destructive effects of rising 
sewage water and its corrosive 
salts. Much of Cairo's priceless 
Islamic heritage is disappear- 
ing. In a few generations noth- 
ing wiQ.be left but the grander 
monuments. 

Naguib Mafafouz, the Nobel 
Laureate for literature, who 
has written much about 
Islamic Cairo and whose early 
life was spent there, likens the 
dkl city these days to an aged 
woman. “It is,” he said 
recently, “as if you are meeting 
your beloved when she is old." 

The house in which he grew 
up in the old quarter has been 
tom down to make way for a 
new building “like a prison.” 
And so the character of the old 
city changes without official 
restraint- 

George Scanlon, an Ameri- 
can University in Cairo expert 
on Islamic architecture, says 
that throughout the entire 
Islamic world you will not find 
anywhere else such a concen- 
tration of buildings and struc- 
tures representing almost the 
frill sweep of Islam's march 
from the seventh century on. 
He contrasts this with Istan- 
bul, or Constantinople as it 
was during the Ottomans, 



LETTER FROM 
CAIRO 


where grand Islamic monu- 
ments date from the relatively 
recent past, or Damascus 
where there are huge gaps in 
the Islamic legacy. 

Calls for the protection of 
the old city as a monument to 
past tivflisations - the Faihn- 
lds established its outline in 
the 10th century and named It 
al-Qahira which became 
known as Cairo in the West — 
are barely heard, it seems, in a 
country overwhelmed by the 
problems of today. 

Professor Ronald Lewcock, 
an Australian expert on 
Islamic architecture who con- 
tributed to a Unesco study 
commissioned in the late 1970s, 
commented recently that the 
bulk of the repair work done in 
the past decade appeared “cos- 
metic, repairing surfaces ami 
often merely applying bright 
coats of paint" He added that 
the “fundamental underlying 
defects, like rising groundwa- 
ter, which wiQ hasten decay in 
the future, remain to he dealt 
with." 

The ornate interim: of one of 
the grandest Islamic monu- 
ments - the complex that 
includes the mausoleum of 
great Mameluke Sultan Man- 
sur Qalaoun who ruled Egypt 
in the late 13th century - Is 
being destroyed. Delicate inlay 
work of mother-of-pearl and 
marble tm the walls is lifting 
and cracking in many planpc 
because of the corrosive effects 
of sewer water. 

Dr Saleh Lamei-Mo$tafa, a 
freelance consultant and 
adviser to the Egyptian Antiq- 
uities Department, believes 
that the rising water table 
beneath the old city and an 
i n a d e qu ate drainage system - 
thousands of gallons of waste- 
water finds its way each day 
into the saturated sub-soil - 


constitute the gravest threat to 
the old monuments. 

The Madrasa of Qalaoun and 
its ancillary buildings are sur- 
rounded by contaminated 
water that is rising steadily by 
the year. “We have here a 
swimming- pool underneath,” 
declared Dr Lamei-Mastafa. “If 
we open the grave (of Qalaoun) 
it would be rail of water." 

Nearby, at the Wakala (mer- 
chant's hostel) of Qaitbay adja- 
cent to the northern gate of 
Bab al-Nasr (one of three sur- 
viving city gates of the 60 that 
once encircled medieval Cairo) 
annthnr problem exists. Fami- 
lies of sometimes 10 or more 
people are crowded into small 
cells that were used by travel- 
ling merchants. “People live in 
these braidings, they play in 
the same place, they cook 
in the same place, they sleep in 
the same place," declared Dr 
Lamei-Mostafa despairingly. 

John Rodenbeck, a Professor 
of English at the American 
University and one of the 
founders of the Society for 
Preservation of the Architec- 
tural Resources of Egypt, says 
that the problems are so big 
and politically sensitive - 
Egypt’s housing shortage is 
exerting tremendous pressures 
on the authorities - that what 
is r equired is the creation of a 
powerful agency to taka con- 
trol of the preservation effort 

A problem cited by Mr 
Rodenbeck in mobilising 
domestic and international j 
support to rescue old Cairo is j 
that attention tends to focus on 
the Pharaonic monuments at | 
the expense of the Islamic 
ones. It is Egypt’s fortune and 
misfortune to be burdened 
with two legacies, one compet- 
ing In a way with the other. 

Dr Lamd Mostafa says that 
of about 600 monuments classi- 
fied in the early 1950s as wor- 
thy of pres er vation about 200 
have disappeared altogether. 
These structures have either 
fallen down through neglect or 
have been demolished to make 
way for new buildings. “The 
lack of public awareness is the 
major problem,” he declared. 
“There Is no system here for 
the preservation of historic 
buildings. It’s a national heri- 
tage. and we have to fight for it 
with our hearts." 

Tony Walker 



‘The Panel will not be slavishly bound by precedent 9 


should be allowed to persist, it 
needs to demonstrate that it 
works. 

The Calcutt case is that 
experien ce^ a nd the track 
record justify the UK system. 
"The advantages as I see it are 
first, that thp Panel is totally 
informal, by which I mean that 
consultation is not only 
encouraged but, in some cases, 
is obligatory. 

“The Code is highly ftoriMg; 
we can derogate, if we want, 
from our principles. We’ve got 
speed, which is very important 
And we've got the full Panel 
which can give a ruling which 
one hopes win be respected by 
the courts.” He notes that in 
the past British courts have 
been reluctant _to interfere in 
takeover matters. 

Would such a structure be 


capable of extension to other 
European financial centres? 
Elsewhere, for mmpte, public 
rebukes may not carry the 
same clout end the notion of 
an faiitipmytait watchdog staf- 
fed largely by the practitioners 
whom it monitors might be 
laughable. 

- *T would like to think ft is 
compatible,” says Mr Calcutt 

“I ran quite imito-gfeinii that 

the Germans, fear example, may 
have a great deal of difficulty 
in seeing that there are any 
benefits in a Don- statuto ry sys- 
tem. Other countries are repre- 
sented as having other prob- 
lems.” 

“My approach is to say that, 
well, we’ve got 75 per cent of 
the business at the moment 
and we have more experience. I 
hope that they will be. per- 


suaded of the way in which we 
do things Is the best way. 

' “Tm saying that not hi some 
sort of jingOist sense - 
because in English it must be 
hest That is utterly untenable; 
feit I think that if you look at 
our system it does work.” He 
says what informs his mission 
is a desire to preserve the UK 
system fin the UK, rather than 
to wish Mn«tatutory regula- 
tion an other countries. 

But if Europe is the largest 
single issue facing the new 
chairman, there is also the 
domestic bid scene to worr y 
about How does he feel about 
tiie consistency of the- Panel's, 
decision-making, the . area 
which is sometimes cited as 
the downside to a flexible nan- 
statutoiy.systemf- 

Mr Calcutt concedes the dan- 


ger. "In a court of law, prece- 
dents would be appealed. That 
doesn’t tie in awfully happily 
with the notion that we have 
principles and that we apply 
the principles br each case to 
give ourselves a certain 
amount of flexibility. I see the 
. difficulty there. 

“I believe, nevertheless,. that 
the tendency is to want to be 
consistent. I just think the 
Panel is not prepared, and I go 
-along with this, to be slavishly 

bound by precedent 0 
T his could lead to some 
unhappy contradictious. The 
recent examples of the Consoli- 
dated Gold Fields/Mhxorco and 
BAT/Hoylake bids, where both 
predators faced obstacles over- 
seas which meant they could 
not complete, their offers 
within a UK timetable, spring 
to mind. Bflnorco lost the bat- 
tle because it could not get a 
US court injunction lifted 
before the clock ran out Hoy- 
lake has been allowed to let its 
bid lapse, seek US clearances 
and time rebid. 

“I thfok the two cases were 

lUHtiwg^jghahlp and very diffi- 
cult, but I don’t see any incon- 
sistency," Mr Calcutt says. 

“In the Minorco case, there 
was the question of a US court 
injunction and whether this 
could be lifted. There was 
always the possibility that the 
injunction might be lifted 
within a reasonable time. For 
BAT, there was never any rea- 
sonable possibility of getting 
US regulatory approval in the 
UK bid timescale; the bidder 
was asking for an extension. I 
■ fhrnV there is a distinction.” 

Zt is true that Minorco did 
not ask, as the Sir James Gold- 
smith/Hoyiake consortium did, 
for permission to let its offer 
lapse and then restart if the US 
hurdle could be overcome. But 
if someone does not ask the 
right question, that, surely, 
should not be a reason for giv- 
ing the wrong answer. 

“1 was not unhappy about 
the decision which was 
reached in the two cases," Mr 
Calcutt says. 

And he is quick to stress 
that the BAT decision does, at 
least, seem a sensible way of 
proceeding as cross-border 
.transactions come to dominate 
the bid scene. "We have got to 
take on board the fact that we 
are dealing with the interna- 
tional field. . . . Oar thinking 
is probably In its infancy.” 

The Panel chairman pauses, 
contemplating the task. In the 
peace of a Cambridge after- 
noon, the City hothouse seems 
a milli on miles away. “The 
international question,” 
declares Mr Calcutt cooly and 
confidently, "doesn’t worry me 
a bit." 
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Ireland has ambitions to win a profitable share of the 

European market in financial services, with improved 

telecommunications technology intended to offset geographical 
disadvantages. Financial services are also seen as an 
important chance to develop new areas in skilled labour. 


THESE ARE heady times in 
Ireland. There is talk of an eco- 
nomic revival. New car sate*, 
particularly of luxury TwntU»t« 
have never been better. At one 
stage in January, Mercedes 
dealers reported running out of 
stock. 

Much emphasis is firing- put 
on Ireland’s emerging role in 
Europe. Ireland holds the Pres* 
idency of the European Coun- 
cil for the current six-month 
period and. has briefly been 
transported to the centre- of 
Europe. In June, Dublin win 
host a summit meeting of EC 
countries.. 

Dublin's International Finan- 
cial Services Centre, nearing 
completion cm the fianH of the 
River Liffey in the centre of 
the city, is seen as a symbol of 
the new Ireland. It will play a 
central role in Ireland’s ambi- 
tions to gain a substantial slice 
of the growing European mar- 
ket in financial services. 

In the old days, the value of 
the punt - the Irish pound - 
was as unpredictable as the 
Irish weather. Now, 10 years 
after the historic break from 
sterling, and the subsequent 
decision by Ireland to leapfrog 
the UK and go into full mem- 
bership of the European Mone- 
tary System, it is strong and 
stable. 

By hitching its monetary for- 
tunes to those of the Deutsche- 
mark, Ireland has confirmed 
its European credentials and 
signalled its intention to build 
up its continental connections. 

Technology is being brought 
into play in order to offset the 
country's geographical disad- 
vantages. Ireland’s telecommu- 
nications, not so long ago 
something of a businessman’s 
nightmare, have been radically 
improved and are now the 
equal of anywhere in Europe. 

But it is certainly not aU 
good news. A walk through 
Dublin’s streets provides a 
snapshot of the present state of 
economic performance. In 
parts of the city, there has 


been a property boom over the spending cutbacks has cut the 
last two years. New office Exchequer borrowing reqtrire- 
buildings are befog developed, ment down to 2.4 per cent of 
Georgian, terraces are being GNP. Inflation is officially fore- 
restored. The gentrification of cast to be little more than 3% 
the well-heeled shopping area, this year. Exports have shown 
south of the River liffey, ccm- their best ever growth - up 
throes. from I£10bn in 1987 to I£12bn in 

But p rogres s in other areas, 1988 and an estimated I£143bn 
particularly on the north side last year. The trade surplus is 
of the Liffey, is not so impres- now running at well over l£2bn 
sive. Many streets are foil of per annum, 
run-down or boarded-up The state has historically 
houses. Building sites have acted as the engine of growth 
become desolate wastelands, in Ireland. Yet despite a broad 
So goes the Irish economy, range of government cutbacks 
with an excellent performance in recant years, there has been 
in parts - but progress bas substantial overall economic 
been patchy and still lacks a growth. In each of the past 
firm foundation. three years the Irish economy 

There can he no doubting has grow n by an annual aver- 
the achievements of the past age of nearly 4 per cent 
few years. At the beginning of There have been other 
the 1980s, inflation was more achievements. The tax colleo- 
than 20 per cent, the balance of firm system has been reorgan- 
payments deficit was growing ised and revenues have 
larger by the year, and Excbe- increased considerably. The 
quer borrowing was out of .con- new economic confidence bas 
trol, with a debt crisis of Latin been reflected in moves to do 
American proportions on the a way with Ireland’s long-stand- 
horizon. lug exchange lri«h 

Ireland enters the 1990s, interest rates, though now up 
however, in considerably bet- to 12 per cent, have finally 
ter shape. A comprehensive been decoupled from Britain’s, 
programme of Government It all adds up to what the 
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OECD has described as "a 
remar kab le turnaround In both 
domestic and foreign confi- 
dence in the Irish economy.* 
According to Mr Albert Reyn- 
olds, Ireland’s Minister for 
Finance, “the national morale 
was never as high.* 

But Ireland has a lot of 
catching up to do. The profli- 
gacy of earlier years is still 
being paid for. The national 
debt, at I£25bn (servicing 
charges alone axe more than 
l£2bn per annum or l £40 a 
week for every worker in the 
country) is a serious brake on. 
development 

Ireland’s continued economic 
growth is heavily dependent on 
export performance. Between 
60 and 70 per cent of industrial 
production is exported. A 
recession elsewhere, particu- 
larly in Britain, which 
accounts for 34 per cent of 
exports, could cause Ireland to 
stumble. 

The Government, however, 
has yet to deliver on its side erf 
the Meanwhile, a mod- 

est improvement in the pace of 
job-creation has not kept pace 
with population growth. 
Ireland’s unemployment rate is 
turn 18 per cent, twice the EC 
average. Emigration, the 
destructive historical cine for 
Ireland’s economic and social 
ills, has returned to plague 
much of the country. About 
40400 people are leaving each 
year, and, since 1962, one citi- 
zen in 20 has left. 

The Irish tax system has 
t ended to djrtjite against job 
creation. There have been 
some reforms, and tax rates 
have come down. Over the past 
two years the standard rate of 
income-tax lias men from 35 
to 30 per cent But Irish work- 
ers, particularly those in the 
PAYE sector, are still among 
the most highly taxed in 
Europe. In return, they receive 
public services which are at 
best mediocre, compared with 
those of many EG countries. 

ft is recognised by the Irish 



Taking shape: the new International Financial Services Centre in Dublin 


Government that failure to 
harmonise tax rates with those 
typical of the rest the EC will 
damage the country’s pros- 
pects. Rates are befog edged 
down, as in last month's Bud- 
get, but there is a long way to 
go, and the burden remains 
especially high on the middle- 
income white collar workers. 
This could interfere with the 
plans for expanding the finan- 
cial services sector. 

The original aims of Dublin’s 
International Financial Ser- 
vices Centre were jokcreatfon 
and urban renewal. Earlier 
investments in wannfarfiiriwg 
have been criticised for being 
capital-intensive, rather than 
labour-intensive. The develop- 
ment of the financial services 
sector represents in part an 
attempt to chang e the empha- 
sis. The Government c&n con- 
gratulate itself on develop- 
ments so for. To date, more 
than 80 companies have been 
approved to trade in the Cen- 
tre. While Irish institutions 
have led the way, the Centre 
has attracted many leading 
international names. Those 
already committed to the Cen- 


tre have promised more than 
1,500 jobs over the next three 
years. 

The Government points to 
the 10 per cent corporation tax 
and other fiscal advantages erf 
the Centre. Most of all, it 
emphasises that with 50 per 
cent of the Irish population 
under the ag e of 28, there is a 
pool of freshly-educated people 
available. 

But some Institutions wQl be 
looking for people who already 
have experience in sophisti- 
cated financial trading. That 
mi ght m«m brin g in g numbers 

of Irish dealers b ack from Lon- 
don: Irish people who have 
established themselves over- 
seas might nnt be willing to 
re-enter the high domestic tax 
regime. Ironically, it may be 
easier to attract foreigners 
who, if well-advised, can 
escape the worst impact of 
Irish tax rates. 

There are also questions 
about the regulatory aspects of 
the Centre. In recognition of 
Ireland’s peripheral location 
and the need to develop its 
industry, the EC ha» allowed 
Ireland a continuance of its 10 


per cent corpo r ation tax, until 
the year 2000. Originally 
restricted to manufacturers, 
this concessionary rate has 
been extended to specified 
financial services activities. 

Since joining the EC in 1973, 
Ireland has received a propor- 
tionately higher level of Brus- 
sels ftiwin than any other EC 
country. There are some who 
would say much of this money 
has been misused, and has 
been spent for short-term polit- 
ical gain rather than on pro- 
jects capable of generating last- 
ing economic dividends. 

A considerable amount of 
recent academic study points 
to the fact that despite the 
recent improvement, Ireland's 
wfinnmtff performance in the 
longer-term has been poor, 
compared with many other 
countries. Professor Joseph 
Lee, of University College, 
Cork, whose new book apprais- 
ing Ireland’s twentieth century 
performance, says the coun- 
try’s traditional grievance 
against history has been 
replaced by a griev a nce against 
geography, particularly in the 
context of the Ed 


“Ritualistic invocation of the 
injustice of the ‘periphery,’ 
however useful in short-term 
diplomacy, continues to foster 
a mentality more conditioned 
to search for excuses than to 
solve problems,” says Professor 
Lee. 

Integration into Europe 
poses serious social, as well as 
economic, challenges. Ireland 
is in many ways the least 
European of the EC countries. 
It is not cosmopolitan. It has 
traditionally not been part of 
the European mainstream, 
with closer finks to the United 
States than to the European 
continent. The Government 
realises that attitudes must 
change. It sees the develop- 
ment of its financial services 
industry as an important part 
of its European integration. 
The Government knows that if 
Ireland foils to grasp the Euro- 
pean opportunity, the country 
could remain not jest on the 
geographical periphery, but on 
the economic and unrial mar- 
gins of Europe for many years 
to come. 

KIERAN COOKE 







Where there’s business in Ireland, you’ll 
find Bank oflreland Not just because we have 
the largest branch network in the country - so 
there’s always one near you - but because we are 
committed to supporting business in Ireland. 

We will therefore be present in Dublin’s 


Dublin 


Lower Baccor Street. 
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new International Financial Services’ Centre 
providing: 

• STRUCTURED ASSET FINANCING 

• INVESTMENT MANAGEMENT, ADMINISTRATION 
AND CUSTODIAL SERVICES 

• TREASURY RISK MANAGEMENT 


So if you’re thinking of busi ness in 
Ireland, you’ll be better off with 
Bank of Ireland. 
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business in Ireland, 
there’s Bank of Ireland. 




IRELAND 2 


Political and 
economic power 
rests in Dublin 


THERE have been a few 
tnrbolenttane8 in msh politics 
over the past 12 months. 

In the middle of last Tear, Mr 
Charles Haughey, Prime Minis- 
ter and leader of the Fianna 
Fail Party, called an election. 
In office for just over two 
years, Hanna Fall seemed cer- 
tain of winning. 

Opinion polls had shown 
that the Government’s policies 
of cutbacks and fiscal belt 

H ghtgping , mainly aimed At 

controlling the l£25bn national 
debt, were supported by a 
broad section of people. 

MrHanghey*s personal popu- 
larity had never seemed 
higher. But the unexpected 
happened. Flanna Fell lost 
votes in key marginal constitu- 
encies and won only 77 out of 
the 166 seats in the DaO, the 
Irish Parliament. Mr Haughsy 
had boasted that K anna Fail 
had "saved the c oun tr y from 
bankruptcy." He had talked 
about file return of economic 
confidence. But the electorate 
was unimpressed. Voters used 
the elections to direct anger 
about local issues at national 

pnlitiiyiana . 

Mr Haugfaey’s Government 
was accused of letting the 
health service go into decline, 
oC neglecting a whole range of 
local services, of being 
obsessed with the macroeco- 
nomic picture while ignoring 
the effects of Government's 
cutbacks at the local level. 

Mr Haughey was forced to 
eat hnmhle pie. Far the fifth 
time the Irish people had failed 
to give him a parliamentary 
majority. Mr Haughey was 
forced, briefly, to step down. 

For Manna Fail, the w ra ntx 


Pofftteaffy, Ireland is 
ruled by a broad 
consensus of the right, 
fundamentally 
conservative, says 
KIERAN COOKE 

in mid-year were equally trau- 
matic. Flanna Fail (“The War- 
rims of Destiny") tod been in 
power fix: a total of more than 
40 years since it contested its 
first election in 1932. It had 
always seen itself as the natu- 
ral party of power - more a 
movement than a political 


Now, for the first time in its 
history, Manna Fail was forced 
into coaHttaa (with the small 
Progressive Democrats Party* 
itself a Manna FSafl. breakaway 
group). There were dark whis- 
pers from the Flanna Fail 
ranks, even hints that Mr 
Haughey, the Houdtai of Irish 
politics, might have to give up 
file party leadership. 


leparty leadership. 

There was talk of moulds 
being broken, of a new modem 
look to Irish politics. Vet very 
little toij changed. Wtafle the 
Labour Party and the mare left 
wing Workers Party have 
increased their Dail seals from 
15 to 22, there is Uttte sign of a 
left/right split on the Irish 
political map. 

Ireland is ruled by a broad 
consensus of the right, funda- 
mentally conservative, with a 
very gradual approach to 
change. Differences between 
the policies of the present 
Flanna Fafl/Progressrve Demo- 
crats coalition and Fine Gael 
(“The Tribe of the Gaels"), the . 
main opposition party which 
has 55 Dail seats, are more in 
tone than in substance. 



Almost all power, political 

and w«nnnwriff rests in T hihttn 

An intricate system of patron- 
age and "dtantfam”. not poli- 
cies, wins politicians their 
votes. The danger is that a 
large shoe of the population, 
particularly the poor and the 
unemployed, feels it has no 
political voice. 

For the time being, Mr 
Haughey, 64, seems secure. He 
survived a serious illness at 
the end of 1988 and seems to 

have HBf pnwftd his «*toda«n 

for ins work, particularly his 
present rede as Prime 
in charge of Ireland's presi- 
dency of the EC. 

When asked recently if he 
would retire at the end of the 
Presidency in June, Mr 
Haughey’s reply seemed dear 
- “politics is my life. What 
else would I do?" 

But as time goes an there is 
talk of the succession. Waiting 
eagerly in the wings are Mr 
Albert Reynolds, Minister for 
Finance, and Mr Gerry Coffins, 
Minister for Foreign Affairs. 
Mr Bertie Ahern, Min is ter for 
Labour, is seen as a younger, 
outside contender for the 
Flanna Fail party mantle. 

Mr Reynolds Is a compara- 
tive newcomer to the Irish 
political scene. In previous 
incarnations he to* been an 
owner of dance halls, a meat 
trader and still runs a 
multi-million pound pet food 
business. 

But in just over 10 years in 
the political mainstream, he 
has risen fast An aflaWe, very 
approachable man, Mr Reyn- 
olds typifies a c e rta in type of 
Irish politician who flatters 
with familiarity. He is seen to 
have performed well as Minis- 
ter for Finance, a job. he 
approaches very much in the 
spirit of the businessman, 
rather than the politician 

Mr Collins has a long Fiaima 
Fail pedigree and is one of 
Ireland’s more experienced pol- 
iticians. Though less puhBcaHy 
popular than Mr Reynolds, he 
Is seen by some as a more 
adept political tactician. 

Mr Coffins has gained con- 
siderably in status from his 
present role as Minister of For- 
eign Affaire during the Irish 
Presidency. 
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EUROPEAN FINANCE AND INVESTMENT 

Prospects for the international Financial Services Centre are encouraging, says Ba rry Riley 

Outlook for new centre appears bright 


Prime Minister Charles 
B U NyiTuMct la my Mia” . 

Visitors often remark on the 
overwhelming cynicism they 
find fo Irish political life. Even 
Tg dq: cent iiiwuitin Tnwnt mut 
continuing large scale emigra- 
tion seem to be accepted with 
little show of public anger. 

The system, at present, does 
not allow for radical change. 
Ireland has little local govern- 
ment There was anger at what 
was seen as the lack of local 
consultation over Ireland’s 
application for nearly I£3tm of 
EC Structural Funds, designed 
to help development in perfph- 


ON THE banks of the River 
Liffey, In a previously run- 
down district of the rity, the 
first budding in Dublin’s Inter- 
national Financial Services 
Centre is approaching comple- 
tion, on the site of the old Cus- 
tom House Docks. 

Ibis first unit; snapped up 
by the Allied Irish Banks 
Group, offers 100,600 square 
feet, out of some 700000 square 
fa* of offlwt npapo nour under 
construction, with, an eventual 
total of lm square feet by 1993. 
The overall cost of the project, 
j as occupants install the latest 
high technology, could run to 
I£450m, making it Ireland's big- 
gest-ever devekepmeuL 

All the signs are that the 
scheme, skilfolly marketed by 
the Triflb Development Author* 

; tty around the globe, is achiev- 
ing great success. 

As many as 84 companies 
have received approval for 
activities in the Centre, and 
many others are involved in 
preliminary talks. Some 48 are 
at present trading off-siie as 
they are permitted to do pearl- 
ing availability of space within 
the development 

Brendan Russell, h ea d of . the 
IDA’s financial services pro- 
gramme, talks enthusiastically 
about the IFSCs prospects. He 
anticipates that another 100 
projects wID be recommended 
over tim next 18 months. 

"We are delighted with the 
way it’s going,” he says. "Our 
target of 5,000 jobs by the mid 
of 1992 will be easily achiev- 
able." 

A toadfwg Dublin stockbro- 
ker, Derm ot Desmond, chair- 
man of NCB Group, was a 
prominent su pporter of the 
Centre from the beginning. 


“WeVe passed the critical time 
now,” he suggests. "We can 
make this as Mg as we want 
it* 

But he adds that there wDl 
be a need to he flexible, at a 
time when ttrumctni services 
are driven by the unpredict- 
able forces of technology. 
Eventually, he thtnfca, the Cen- 
tre will be dominated '’by busi- 
nesses that we are not even 
thinking about at the present 
time.” He paints to the way 
that corporate treasury func- 
tions, for i nsta nce, are being 
attracted to the favourable 
e n vir onme nt of the XFSG. 

The of Dublin 

financiers is understandable. 

The Cento? should put 
the Irish capital firmly 
on the International 
financial map 

They are looking forward to 
the lucrative volumes of direct 
and indirect business that the 
Centre will generate - it 
should put the Irish capital 
firmly on t-fr* inte rnational 
financial, map. Bnt there 
remain several uncomfortable 

l yitimilrttowL 

g imHawiwwtaTly , tto s chCBBg 

is a corr upt ion of much that 
the European Community 
stands for. Access to the Single 
Market foam the beginning of 
1993 is one of the main carrots 
bring HangfaH to a t trac t inter- 
national firms. Yet the Centre 
estehlish fs new and artificial 
barriers between domestic and 
international business in 
Ireland. On this basis, Dublin 
can only get as Mg as the rest 
of the EC will tolerate. 


Secondly, there is an ele- 
ment of nryferiy ing- tvwifhniyi 
over whether thelFSC is a fis- 
cal regime or an urban renewal 
project. Firms are required to 
move intothe Centre within 
six months of space becoming 
available. 

Obviously ibis is necessary 
in order that the development 
should prove viable. But there 
is the risk that foe si ze and 
nature of the International 
services industry in 
Dublin could be unnecessarily 
constrained by the physical 
dim ensions of the Custom 
Bouse Docks Sftw itself. 

In fact, adjacent land down- 
stream may wen be made 
available far further develop- 
ment, and no doubt later firms 
could be permitted to remain 
off rite for a protracted period. 
AH the same,- coats could be 
fairly hi g h, and might encour- 
age financial sendees firms to 
concentrate on employing 
email numbers of highly-paid, 
highly -skilled professionals 
when Irelands mere pressing 
need fs for many thousands or 
tower grade Jobs. 

Ideally, the Trent office" 
operations hi the Centre wOL 
be twinned with labour-inten- 
sive "back offices” elsewhere 
in Dublin or indeed in the 
Republic at large. But this win 
require complex roles to pre- 
vent leakage between foe 
douwtio md Intel nati onal s ec- 
tors. 

A key attraction of the Cen- 
tre is the availability of a 10 
per emit tax rate for qualifying 
oo m n a nfas. Thw is an exten- 
sion of the low tax regime first 

applied to Tn sm rr fa nt n rmg mm- 

panics in Ireland, and now 
being extended selectively to 


The Financial Services Industry Association 

Trend-setting forum 


THE FINANCIAL Services 
Industry Association (FSIA) 
was established in 1984 to pro- 
mote and develop the rapidly 
expanding ftnanraai services 
in dus t ry in Ireland. 

The association is the first of 
ite type in Europe, and it repre- 
sents organisations from all 
segments of the indnstey 
farindiny banks and building 
societies, stockbrokers and 
insurance wnpaniM. 

“The FSIA has been accepted 
by the Government as a broad- 
ly -based lobbying group," says 
Mr-Niall Crowley, a founder 
and former chairman of the 
association. 

"We do not operate in a nar- 
row lobbying sense. We are 
concerned with issues which 
affect the whole of the indus- 
try, rather than Individual seg- 
ments of it,” he says. 

The financial services area is 
extremely competitive, and 
there are many sources of 
potential friction among the 
various organisations which 
mnirA np the in dustry . 

The FSIA provides a forum 
in which differences can be 
Identified and resolved, and it 
acts as an umfonfia osganisa- 
tian for the indnstry which, can 
interact with g over nm ent 

The association was one of 
the first groups involved in 
promoting the idea of an inter- 
national financial services 
o p e rati on in Ireland. 

Tn 1986, we worked with 
other organisations, such as 
the Industrial Development 


Authority, in developing the 
t to ri a that finan- 

cial services were tradable Bhe 
manufactured goods,” says Mr. 
Crowley. 

"Before the 1 967 general e lec- 
tion, we made representations 
to ail the political parties, mak- 
teg the case feu treating inter- 
national financial ser vices qs 
exports. 

Unlike many manufactured 
exports, financial services have 
httie or no impart content, and 
they can be set up relatively 
cheaply. The idea was wel- 
comed by the Incoming Gov- 
ernment, which subsequently 
devoted considerable resources 
to developing the financial ser- 
vices industry. 

The FSIA has since turned 
its attention to related matters, 
such as exchange controls, the 
training of specialists for work 
in key areas of the industry, 
and regulation. 

At p rew m t, the Irish finan- 
cial services indnstry is regu- 
lated by three separate authori- 
ties. The Central Bank is the 
main r e gu l a t ory body, super- 
vising banks and building soci- 
eties, tout the forward markets. 
Two g ove rnment departments 
are responsible for insurance 
companies and the stock 
exchange awl gii* market. 

The FSIA would Hke to see 
more unified regulation, and a. 
greater degree of coordination 
between regulators and the 
industry - “we have been, 
examining regulation in other 
countries, such as Norway, 


Luxembourg, Denmark and 
Singapore, to learn how to 
establish a framework for a 
more wnifiaa regulatory sys- 
tem," says lb. Crowley. 

The association has also 
been active in outlining foe 
needs of the industry to Tele- 
com Efreann, the state tele- 
communications organisation. 

. A survey undertaken by the. 
FSIA at the end of 1989 showed 
that while many financial ser- 
vices companies were satisfied 
with recent efforts to- update 
the tetacouumxoieat&oiis 
tern, further improvements 
such as the introduction of a 
central fault-handling service 
wou ld be necessary to meet the 
industry’s future requirements. 

hi addition, the association 
has held dtaauskms with the 
European Commission con- 
coming the preparation of EC 
directives for the financial sec- , 
tor. 

*1 Brink the Irish Government , 
has recognised the role that I 
flnsndal services can play la 
providing employment and 
contributing to economic 
expansion generally," says Mr. 
Crowley. 

"The FSIA Is now concen- 
trating o n ensuri ng that we 
have mi environment in which 
foe finan cial se rvices industry 
can continue to grow, to main- 
tain the mnmflntn n v that has 
been built up over the p«t few 


John Maher 


He r viw companies. 

The 10 per cent rate has been 
agreed by foe European Com- 
mission up to the year 2000 bnt 
not beyond This spring the 
Irish Government will be con- 
sidering Its strategy for foe 
period after 2000, and diacus- 
skrm wifl take place with the 
Commission during the sum- 
mer. . ' 

Albert Reynolds, Minister for 
Finance, is adamant that 
JreUoMFa problem of “psipher- 
altty" hr relation to tile rest of 
the EC win justi fy continued 
c on ces s io ns so that it can have 
a chance of coping with, its 
boflfrto disa dvant ages. 

"We’re going to heed some- 
thing," he Insists . 

He points out that Ireland 
mzt famwiM sums into bring- 
ing its telecommunications 
systems up to high specifica- 
tions during the 1960s - “this 
is part of the payoff from mak- 
ing inve s t m e n t , " Mr Reyn- 
olds says. 

to deference to its facQarw EC 
member-states, Ireland fa tak- 
ing: cme to regulate its new 
Centre carefully, mainly 

tintwig h foe ftntnil Haul Qjf 
Ireland, and only top quaffiy 
ff r m a are being allowed to. -The 
emphasis fa firmly mi job cre- 
ation, and brass plate 

npn w ttfwwt trill he wyrliijtot » 

“we don’t want to promote it 
as a tax haven,” insists Mr 


The risks of tax-driven activ- 
ities were highlighted by a 
minor gfc*rmi«fi with Luxem- 
bourg last month when the 
found Duchy frit tow* at lent 
tag schemes between Luxem- 
bourg hanlor azzd frtofr tomrfwg 

miwpantog fg D rihltn rnvl gum. 
Tinw Aa inwli aa W1 iSwi winy 


have been in v ol v ed hi "redpro- 
cal deals which sheltered the 
profits of Luxembourg banks 
and provided artificially cheep 
finance for foe leasing bind- . 

■ 

" Acongdfagto Willie Holohafl, 
tax manager at Price Water- . 
house: "Ike Luxembourg expe- 
rience may scare people away 
from blatantly . tax-based 
schemas.” 

The Centre has attracted 

very broad international sup- 
peart, with participation by foe. 
Germans and Japanese, nation* 
which in the past have 
been slow to respond to oppat- . 
trinities in English-speaking 
offshore centres. 

A key attraction in the 
availability of a 10 per 
cent (ax rale for 
qualifying companies 

‘ Locals suggest that eight of 
tiie ten ten German banks, and 
several German fife assurance 
c om p an ies, will come to Dub- . 
tin. Deutsche Bank, the biggest 
German bank, has not yet 
announced a project, hut its 
repres entativ e s have been spot- 
tea around town. 

BntsMtidi&Rl Matthfanssn, 
iwmwhitf director of Dresdber 
Bank's new international 
Simwwi tmi\ asset w mMg wm Q t : 

operations, is enthusiastic 
about Dublin, which he sees as 
genuinely extending the oppor- 
tunities open to the bank. 
Within a year Of starting up Be 
has a staff of 12, and soon wfll 
have 20. with growth proving 
especially: fast on foe asset 

IMtUlplIMBfr gi« V» 

His employees are "very dSH- 


gent, reliable and eager" he 
finds, and Dresdner has agreed 
to take part in a graduate 
training scheme. 

The main disadvantages are 
very nigh personal tax rates, 
and the- lack of convenient 
naming and evening flights to 

many important Continental 


' The progress of the 1 FSC is 
steered by a committee which 


of foe financial community. 
One is Ron Bolger. a partner in 
foe fcwHflng accountants KPMG 
Stokes Kennedy Crowley - 
a very exciting and inter- 
esting' committee to sit on,” he 
says, insisting that it adopts a 
flexible and unbureaucratic 


He points to the beg inn i n gs 
of a s trong Japanese presence, 
but . foe British have been curi- 
ously reluctant to set up in 
DtihBn, and the French have 
been stow too, although he 
dairna: “We are beginning to 
see regular visitors from 
France.” 

The ofuflook for foe Dublin 
Centre certainly appears to be 
bright The doable objective of 
attracting offshore financial 
service businesses and revftal- 
Mng a decaying part of town 
(albeit within a few minutes’ 
walk of O'Connell Street) is 
being a ch i eved. 

But tile toH«wl.Tmwnli wirg 
leasing tax rumpus, and the 
decision last month by Albeit 
Reynolds in his Budget to 
imposes 3 per cent front end 
tax on an udts purchases by 
Irish residents, suggest that 
success at the Custom House 
Docks site wQl not be achieved 
without some stresses and 
strains. 


companies 


INTERNATIONAL financial ' 
services companies at the 
Ruanda! Services Contra, DuWn 
- and their proposed acUvMaa 
-as announced on January 1 A * 
induefe pie frtfowxns: 

□ ABN tntamaflooaf Financial 
Services Co: In t ernat ional asset 
financing, fund management and 
related activities. 

□ Alexander and Alexander ifak 
management and ca ptive 
insurance management services . 

□ Allen, McGuire Partners: 
management buyouts and * 
l o v e r a g ed buyouts. 1 - 

□ Allied Irish Bank: International 

treasury, investment 
management, ass et financing. , . 

Q Allied Irish lotwradtofmL j 
‘ cl rf^ir'ffSrrfnea~1nWmiitfonal ■ 


financial oper a tions/ - • 

□ American International Group: 
fund management and insurance 
services including captive 
Insurance management. 

□ Bank of Irelamt treasury 
corpor a te finance' 

Investment management, asset 
financing. 

Q BACOB/DW: asset financing, 
insurance. 

□ Bank of Nova Scotia: general 
banking sendees. 

.□ BBL Finance Ireland Lid: 
general banking ser vi ce s 

□ BCL. Entertainment Corp: 
financial serv ice s; 9>e 
entertainment Industry, 

O BMV AQ: captive Insurance 


finance operati ons, fin ancial 
engineeringArensactiuos, 
I nte rn ati onal treasury products^ . 
inve s tme nt in international 
financial Instruments, 
a CHD Broker*: foreign exchange 
currency deposit, - 

□ Chord! and General: \ 
lnsurance/reOiaur&nce. 

□ Citicorp: financial engin eer in g 
and asset financing. 

□ Comme rzb ank: asset 
management fund management 

□ Coyle Hamilton .Inte rnatio nal : 

re-insurance braking; . .. 

international broking, captive 
management, Insurance • 
management sendees. 

□ Data Securities: fund 
management 


□ British Land Company: group 
treasury. 

□ B.V. Financial (Ireland): 
corporate fund management 

□ Cambridge fT n an os 
h demati cwelr a s set fin anci ng . 
treasu ry m a n a ge m ent 

□ Capital Int ernatio nal Financial 
8anrtoeai rarer finance 1 
arrangement and advisory 


□ Chase Manhattan Bank: 
secu riti es fretting, bank treasury. 


□ EagtaSter intematfonri . 
Financial Services: fund and 
investment management, captive 
management. 

□ Eiecira Insurance: captive 
insurance. 

D Ericsson Treasury grit asset 
financing, treasury ma nage ment 
and related activities. . 

D FttzwflUam Foreign Exchange \ 
and Currency: foreign exchan g e. - 
currency deposit, braktog. - 

□ Gsndon Lkt trading and 
dealing. In foreign e x chang e, 
bank treasury products and 
sendees. 

□General BecCrfc Finance BVt 
corporate treasury management 

□ Hibernian Group: reinsurance, 
norHffe insurance, Inducing 
MAT., asset financing, fund 
management. 

□ IBWA Finance Co: fund * 
management (casing, factoring, ‘ 
lending, trade financing. 

□ LC.C: asset financing. . . 

□ International Bloodstock 
Finance: bloodstock flnanca and . 
insurance. 

□ International Health Benefits 
(hi): heal th, medical and travel 


- frtsuranco/refnmiranoe and 
related services. 

DltBi Financial Services Ireland 
(K8FS1): asset financing, 
corporate lending. 

□ Lawson Mardon Group: 
corporate treasury. 

Q Mdnemey Properties: group 
. treasury and treasury advice 
services 

□ Mitsubishi Trust & Banking 

Corporation: To be announced. 

□ Nixdorf Computer international 
factoring, international insurance 

consultancy. 

□tiortii Wall St Investment Coe 
asset financing. 

□ Orix Ireland: asset financing. 

□ Reflex International: asset 
financing, emphasis on IBM 
equipment .. 

O Qmnwm k dar mtkmalhm tmod); 

D Sedgwick DMeon international: 
captive inamnoa management 
□BmSERtecaridlnavian. 
•fi muran oe O ei vlo ea) r captiye ; • - 
insurance m ana gement 

□ Sumitomo Finance (pubHfi}:'' 
activities to be announced. * 

□ Ulster .Inv es tm ent Bank: 

International lending. 

□Wang International Financing: 
■seat finonoing with emphasis 


□ WHfts Wrigtitsoh Management . 
. (Dubtirg: captive Insurance 

management 

□ Wuerttembergfschie Portfolio: 
Investment management 

ElAa truncated ta ttm report 
above, as many as 84 oompantaa 
have laoahaur approval for 
■ctfvfifea ht the international 
Financial Services Centra, antT 
msmr others arm involved In 
. pnnmtnary talk*. Around 48 are 
at praaant trading dPakama they 
are permWedfo do, pending ' 
avaHabIHty ot apace within the 
dewtopmant • 


Sou r c a: IDA. 


■/ " 



Ulster Bank Group 

Working around the World 

Ulster Bank Group, a member of the National Westminster Bank Group, one of the largest banking 
groups in the world - is uniquely able to provide a full range of international banking services. 


A Ulster Investment Bank Limited 

Full range of merchant banking services indueffng 
— Loan Finance 
- Trade Finance 
* Corporate Finance 

Contact: Brian McConnell 

2 Hume Street, DoW/n 2 - 
Tel: 613444 F»: 763021 


A Ulster International Finance 

- Intern a tio na l Financing and Lending 

Contact: Des O'Shea _ 

Canada House, Earfsfort Terrace 
Dublin 2 

Tel: 613444 Fax: 762958 


A Ulster Bank Group Treasury 

... throu^i the Treasury Divisions at: 

Ulster Bank Limited {Foreign Exchange) 
and 

Ulster Investment Bank Limited (Money Market) 
offer a fuB range of Treasury Services ' 

Contact Foreign Exchange Tel: 777623 
Money Market - - Tel;6l3444 

A Ulster Investment Managers Limited 

- Portfolio Management • • 

- Fund Administration 

- Trustee/Custodial Services 
Contact: Frank Close 

18 Dawson street, Dublin 2 
Tel: 613444 Fax: 762928 
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Ulster Bank Group _ 

A member of the National Westminster Bank Group 
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FOR IRELAND’S banks the 
development of the Interna- 
tional Financial Services Cen- 
tre in Dublin has provided an 
opp o rt unity to expand in new 
areas of international h map oy^ 
But because they are already 
so well-established in Ireland, 
they must cope with consider- 
able problems in drawing the 
line between domestic and 
overseas activities. 

Moreover, as the major exist- 
ing employers of staff with 
financial ridlla they face a con- 
siderable risk that experienced 
personnel will be poached 
away to staff-up the scores of 
new businesses now being 
formed in Dublin by overseas 
financial inst itu t i ons 

First oft the mark is aiim 
I rish Banks, which has bought 
the first block in the Centre for 
a total cost, after fitting out, of 
some I£40m. 

With construction almost 
com pleted, AIB is due to begin 
transferring its capital markets 
activities into the 100,000 
square foot in AprfL 

The other big domestic hank . 
Bank of Ireland, is a liwi* way 
behind, but will also be mating 
a major commitment. It has 
bought a later block which will 
be due for occupation some 
time during 199L 

These two banks dominate 
the banking business In 
Ireland. Bank of Ireland is 
neck and neck with ZAB in 
retail banking within, the 
Republic, but AIB has more 
substantial overseas interests - 
it owns Pint Maryland Ban- 
carp - and ita stock market cap- 
italisation is about 50 per cent 
higher. 

Having saturated the Irish 
market, where their combined 
market share is between 80 and 
90 per cent, depending on bow 
the sector is defined, the two 
banks have long sought to 
expand abroad. They have 
become niche players in the 
UK, seeking an ethnic role 
amongst the Irish community, 
but also aiming for other spe- 
cialist areas, such as small 
company finance. 

They were priced out of the 
bidding for Yorkshire. Bank, 
but they are amongst the for- 
eign banks now seeking to 
acquire building societies in 
Britain. - 1 • 

They are playing regional 
roles in the US. AIB has done 
well with Its Maryland pur- 
chase, and it took 100 per cent . 
control last year, having first 
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The Bank of Ma»T« h—dmarun to Baggol Street, Dublin 


taken a minority stake in 1968. 
Rank of Ireland has lagged 
behind with its 1968 exposure 
to First NH Banks of 'New 
Hampshire, which has recently 
sufficed from defence industry 
cots and real estate weakness 
in New England. 

In one important respect, 
however. Bank of Ireland has 
scored over its rival. It has 
achieved considerable success 
with its launch of a life assur- 
ance company, lifetime. some 
2 54 years, ago. According to- 
Lifetime’s chief exec u tive. Sea- 
mus Creedon, his company has 
already taken between' 10 and 
IS per cent of the Irish market 

But he adds: "Our real 
.growth, opportunities lie out- 
side Ireland. 1 " A UK offshoot is 
now ftwfrw nhwMwt, and could 
be opened daring- the earning 
summer, selling initially 
through the bank’s 80 brandies 
in Britain and 40 in Northern 
Ireland. • 

AIB is also planning to 
«**»kh«k a life company. But it 
has been inhibited by its bitter 
experiences over Insurance 
Corporation of Ireland, wWch 
it bought in 1983- but was 
forced to write off for- more 
than H9Qjn in 1965. The Trfadi 
Government picked up the 
pieces. Since then, the Irish 
regulators’ have been nervous 


about the involvement of 
banks in insurance. Lifetime, 
for instance. Is only now 
permitted to enter the pure life 
market as opposed to unit- 
linked Investment business. 
But with the banks so heavily 
involved in house mortgage 
Ending there are strong mar- 
keting reasons for them to add 
life assurance to their in-house 
product range. 

Outride the two big banks, 
there are a number of smaller 
contenders. The building soci- 
eties. as in the UK, are to be 
permitted to widen their range 
of services. Then there is the 
National Irish Bank, now 
owned by the National Bank of 
Australasia, and Ulster Bank, a 
part of the National Westmin- 
ster Group. 

Ulster, is one of the banks 
which is setting up in the 
IFSC. Desmond O'Shea, cbfef 
executive of Ulster Interna- 
tional Finance, has already 
secured a licence to develop a 
broad range of activi- 

ties under the IFSCs 10 per 

Cent tax umbrella, anH . the 

Ulster group is also looking at 
possible tn trea- 

sury operations and invest- 
ment m an age m ent 

"We' see the IFSC as offering 
tremendous potential for the 
group as a whole," he says. 
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Specialists in 


Stockbroking 


Corporate Finance 


Research 


Property 


i Irish Life 


“The eansortrana comprising NCB and rtic 
Inilifir US merchant baikqt. Ootdmsa ' 
Stdts. baa hero ctoen by the Govern- 
smitdreport <m the- financial reenctnr- 
mg of Irish Life Assurance*"., 
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“AIG.'s Ameri ca n Equity Trass bas.be- 
eone the first UOTs fund tn ble listed on 
the Irish Stock Exchange. «' ‘ 

Hie fund. vu sjMntnred in its Dstlng 

by NCB Corporate Finance". 


NCB Corporate Finance Ltd 
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Ttere is a huge opportunity, 
be suggests, to service the 
requirements of incoming for- 
eign firms. "The centre Is 
going to gather a momentum 
of its own," Mr O’Shea fore- 
casts. 

He discloses, however, that 
we gnttflUwg a licence for a trea- 
sury operation has taken a 
long time: This is because oi 
the need to cope with both 
qualifying and non-qualifying 
activities. 

AIB has also needed to set 
up a system of allocating deals 
to and international 

categories in order to fit its 
treasury operations into the 
IFSC. But Thomas Barry, man- 
aging directors of Allied Irish 
International Financial Ser- 
vices, does not anticipate any 
difficulties with the tax men. 

“They seem to be very sup- 
portive,” he says. “The key 
• aspect is agreeing the warding 
of your licence.” 

Altogether, AIB is planning 
to have 600 staff working in the 
AIB International Centre 
within two years. Apart from 
treasury operations, it will be 
maichig a major effort in fond 
management, and also in 
global custoty services which 
it will hope to supply to vari- 
ous other fond management 
firms. In the same field, it has 
entered into a formal link with 
Commerzbank by taking a 
minority 25 per cent stake in 
the German bank's GCM Fund 

M^n«pnimt 

As for Bank of Ireland, plans 
are going ahead for the 60,000 
square foot block, to be ready 
in about 18 months - “we are 
very bullish about the Centre,” 
says Patrick Mulhdly, general 
manager of the international 
iwiiH«g division. 

Operations earmarked for 
the IFSC include various types 
of asset financing, together 
with a major treasury function 
a nd a substantial investment 
management business. 

“As the concept of the Cen- 
tre ^expanding we axe finding 
new things to go down there,” 
remarks John Byrne, a director 
oCiBaok iflft- Ireland Corpor ate 
Sendees. ' 

Much of Bank of Ireland’s 
international activity will be 
focused in the C e ntre, although 
it believes it will still need a 
presence in London and New 
York,: »ud offshore in the Isle 
of Man and Jersey. 

Barry Riley . 


Economic incentives in the Shannon region 

Campaign to attract further 
financial services 


IRELAND is one of the 
developed world's more cen- 
tralised societies. Political and 
economic power rests over- 
whelmingly In the Dublin area. 
Local government has few 
powers and officials still find 
that a journey to the capital is 
necessary for rip<rigin?>q on rela- 
tively minor matters. 

But the Shannon region, an 
area of more than 6,000 sq kms. 
in the southwest of Ireland, 
has over the years fought an 


The Shannon Free 
Zone was the first 
of its type and has 
been copied 
around the world 


effective campaign against the 
power of Dublin. 

A powerful group of local 
pnitHwima pry H ntw interested 
parties have ensued that all 
trans-Atlantic Sights into and 
out of Ireland continue to stop 
at Shannon airport. While the 
mandatory stop-over brings 
important revenues to Shan- 
non, it is something of an 

awarhmnlgm 

It means aircraft Hying fr o m 
New York to Dublin have to 
stop at Shannon , then take off 
for a further 30-minute hop to 
the Irish c» ptfa»i- 

Dublin continues to be the 
only capital In western Europe 
without a direct transatlantic 
air connection. The critics say 
this has a negative impact on 
tourism development 

But Shannon’s defenders say 
the airport has served as a cat- 
alyst for other developments, 
providing much-needed jobs in 
an area of high wwlgwrim and 
unemployment 

The world’s first duty shop 
was started at Shannon jn the 
1950s. The Shannon Free Zone 
was the first of its type and has 
been copied around the World. 
Many companies have been 
attracted by a combination of a 
low tax regime and grants 
packages, plus an availability 
of skilled staff, to set up not 
only in the duty free rone, but 
elsewhere in the Shannon 
re g io n . . 

Within the duty free zone 


companies specialising in dis- 
tribution operations pay only a 
ID per cent corporate profit tax. 
There are now approximately 
100 companies within the zone, 
employing a total of 5,000 peo- 
ple. 

Leading employers Include 
Aeroflot, the . Soviet airline 
(which has an extensive servic- 
ing operation at Shannon) and 
a number of other enterprises 
associated with the aircraft 
business. 

But more than a thousand 
work in international services 
and about 400 of these in finan- 
cial services. 

Foremost among these is 
GPA, the world's leading air- 
craft lwurfng group. GPA has 
over the years diversified its 
operations considerably and 
prefers to be described as a 
financial services company 
which combines expertise in 
both aircraft and banking. 

Due to the size and complex- 
ity of GPA's operations - it 
now has more than 200 aircraft 
on lease to 64 airlines in 85 
mnntrjpp — many of its finan- 
cial services activities are 
being transferred, to other cen- 
tres, particularly to New York. 

But Shannon has attracted 
other financial services 
operations. Leasing «wipaniw» 
have been particularly success- 


ful, though as certain tax 
advantages have been with- 
drawn these are now being 
forced to diversify into other 
areas. 

The Shannon Free Airport 
Development Company, which 
now has responsibility for 
co-ordinating economic devel- 
opment throughout the Shan- 
non region, says much of its 
emphasis in the Wwawwai ser- 
vices sector is on “start up” 
companies. 

While Dublin is intent on 
attracting big •n«tneg | Shannon 
is more willing to accept rela- 
tively unknown companies. 

“This does not mean we are 
settling for second best or that 
our regulations are not tight,” 
says Mr Arthur O’Keefe, man- 
ager of International Services 
at Shannon Development. 

“We are not rivals to Dublin. 
Shannon can be complimen- 
tary " he says. “It is just that 
we would prefer a start up 
operation that created 20 jobs 
than a big name that would 
only create three jobs.” 

S hann on offers the same tax 
incentives as Dublin and rents 
which, at an average of Irish 
pounds 12 per sq foot, are half 
the price of those in the capi- 
tal's International Financial 
Services Centre. 

There are other advantages 


Financial companies in Shannon 


FINANCIAL companies in 
Shannon include the following 
— their activity areas, in 
many cases, include asset 
financing and leasing. 

Activities of companies 
involved in other areas are 
shown in brackets: 

□ Brother International, (back 
office operations). 

□ CFI International, 

(fee-based services). 

□ CLF Yeoman. 

□ Copex international Finance 
and Trading. 

□ Costing ham. . . 

□ GPA Group and 
Subsidiaries. 

□ Hillview Financial Srevices. 

□ HL Commodity Foods, 
(international food 
brokerage). 

□ IMT International. 


□ International Aeroplane 
Company. 

□ International Aircraft 
Services. 

□ Irish Security Ufa, 
(reinsurance). 

□ QBE Insurance and 
Reinsurance (Europe), 
(reinsurance). 

□ Sentinel Investments. 

□ Semon, (fee-based 
services). 

□ Shannon International 
Leasing and Financial 
Services. 

□ Stokes Kennedy Crowley 
(fee-based services). 

□ Wang International. 

□ Welttrade. 

□ Wright Investors Services, 
(financial data analysis). 

Source: Shannon 
Development Corporation. 
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EUROPE'S NEW 
FINANCIAL SERVICES 
CENTRE. 

POWERED BY PEOPLE. 


in the Shannon r&don. Flassev 
Technological Park on the out- 
skirts of the city of Limerick is 
home to an internationally 
recognised collection of exper- 
tise, centred on the new Uni- 
versity of Limerick. 

The University has close 
Hnira with more than 70 public 
and private operations within 
tiie park. 

The University also has 
Ireland's biggest school of engi- 
neering, and is it increasingly 


Many companies 
have been 
attracted by grant 
packages and a 
low tax regime 


seen as the country's version 
of MIT. 

Other expertise has been 
developed in the Shannon 
region. One of the area’s 
growth industries has been the 
transatlantic processing of 
everything from magazine sub- 
scription orders to insurance 
rlaima. 

Several companies now 
import material on dally flights 
from North America, process 
it, then send it, by way of com- 
puter lines, back to the US. 

Neodata employs 600 people 
in Timgriric city and elsewhere 
in the region. Each morning, 
boxes of correspondence deal- 
ing with magazine subscrip- 
tions. payments and com- 
plaints arrive at Shannon. 

This material, from more 
than 250 different US maga- 
zines, ranging from . Rolling 
State to Cat Fonder, is then 
sorted, queries and complaints 
answered on computer, then 
fed back to computers at com- 
pany HQ in Denver, Colorado. 

“We have the skins and we 
have the labonr force here,” 
says Mr Michael McMahon, 
Neodata’s managing director in 
Ireland. ' * 

“In the US, there are staff 
shortages for companies like 
ours. Here, I just whisper down 
the corridor when I want extra 
recruits.” 

KteranCooko 


fcfsfi pedpte; educated,' ‘ 
flexible, skilled, the main 
attraction for companies 
operating from Duran's 
new Inbemotlonal Financial 
Services Centre, 
keiand with haft its 
population under 28 b ricii 
In the resource that matters 
most In business today - 
skflted people. Furthermore, 
55% of students In third 
level education choose 
ensineerinSr science or 
business studtes. 

Add the most advanced 
d&taJ telecommunications 
system ki Europe and you 
wBI understand why the 
Dubfln International Financial 
Services Centre has already 
attracted more than 80 of 
the worleTs leacflng financial 
companies. 

Companies Dke: 

Dresdner Bank A.G. 

Eagle Star 
Sumitomo 

American International 

Group - 

WQrtfcembergteche 

Feuerverslcherung A.G. 
National W estmin st er 

Bank pic 
Krecfletbank N.V. 
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“NCB Prop«y* rote* «p mini ihe re- 
(jniicneMS'Of ftmd min mc r t with toll- 
able properties. The venture was esofe- 
Hs bed w -coraptae (fie arete* of the 
imp's hmawBera serrica to computes 
and rasriaaksM". 1 


NCB Property Ltd 


“NCB Rescraeb bauubrtuoaly upgraded 
iu forecasts far Ibe Jeffenoa Snurfln 
Croap u ■ result of ihe proposed iwtroc- 
(Wtag of Us US interests. 

The deal “once pgam deaunsiraies the 
ability within JS Group ro enhance share- 
holder's vales”, the renew said”. 


NCB Research Ltd 
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PROFILE: ULSTER INTERNATIONAL FINANCE 


Barry Riley looks at competition in captive insurance 


Working hand in hand Irish eyes on Continental market 


with its parent 


NOTHING better illustrates 
the sometimes slightly surreal 
nature of Dublin's financial 
services centre than the posi- 
tion of one of its first tenants, 
Ulster International Finance. 

UIF is a subsidiary erf Ulster 
Bank, and is the bank’s arm in 
the centre - generally known 

British institutions 
have been slow to see 
the advantages of the 
Dublin centre 


as the Custom House centre 
from Us location on Custom 
House Dock. 

But Ulster Bank is itself a 
wholly-owned subsidiar y of 
National Westminster. UIF 
admits it wOl be doing the bulk 
of its business through the 
Nat West network, and also 
admits that many people in 
NatW est have never heard of 
UIF, or even of the Custom 
House centre. 

“There is a marketing job to 
be done within tbe NatWest 
group to have them examine 
the benefits of the Custom 
House for them,” says Michael 
Drew, assistant director at UIF 
in charge of marketing. 

“The senior people are begin- 
ning to recognise the track 
record, we have established 
since we began operations. We 
are getting more and more 
calls from people who have 
heard about us and want to 
know what the possibilities 
are." 

Patrick Flynn, TJDTs man- 
ager, says British institutions 
have been slow to see the 
advantages of the Dublin cen- 
tre — "the Germans and the 
Japanese have been taking the 
lead, but I think awareness is 
growing fast among US compa- 
nies. The sheer number of pro- 
jects is making people take it 
seriously. 

Ireland’s membership of the 
EC gives Dublin advantages 
over the Isle of Man or the 
Channel Islands which are not 
fall members, he says. 

UIF’s main activities are 
tax-based lending and asset fin- 
ancing, mainly leasing. But it 
is also developing treasury 
functions for corporate clients 
and plans to market unit trusts 


from the centre. 

Ireland has double taxation 
treaties with over 20 countries, 
says Mr Drew — "this allows 
us to put together tax-efficient 
packages for clients in those 
countries, making use of the 
centre’s 10% tax rate. 

"So far, UIF has concen- 
trated, apart from the UK, on 
■ Germany, France and the 
Scandinavian countries and 
deals mainly with NatWest ch- 
eats,” he adds. 

“We believe we have good 
products, but we need NatWest 
to provide the introductions, so 
we often go on joint calls with 
the NatWest representative. 
They can also do the initial 
screening for us so that we are 
not wasting time talking to the 
wrong people." 

They see considerable scope 
for UIF in carrying out trea- 
sury functions for companies 
which may be too small to do it 
themselves. 

“This is something the 
Industrial Development 
Authority (IDA) is encouraging 
in the Custom House because 
of its employment content," 
says Mr Flynn. “NatWesfs cor- 
porate customer-base makes it 
a major opportunity for ns.” 

They are also working with 
another bank subsidiary, 
Ulster Investment Managers, to 

*We have good 
products, but we need 
NatWest to provide the 
introductions’ 


establish fund management in 
tiie centre - “U1M have a lot 
of experience in this field in 
Ireland. They are actively 
working with us in developing 
plans to market unit-trust type 
products from the centre,” says 
Mr Drew. These would be 
aimed mainly at the UK mar- 
ket but could be sold anywhere 
in the EC except, ironically, 
Ireland. 

Custom House companies 
are not allowed to operate 
domestically - "we have to 
put a lot of effort Into develop- 
ing new products and ser- 
vices," says Mr Drew. “One of 
OUT wwin jobs IS to think up 
further projects for NatWest 
and to sell the ideas internally 


within the bank. 

“In this they are helped by 
the willingness of the Irish 
authorities to licence new 
products and services from 
existing operations. They take 
a very flexible line. There are 
very few rigid rales, apart from 
the regulatory ones, and that 

*We have to put alot 
off effort into 
developing new 
products and services’ 


makes sense for a new concept 
like this," he adds. 

Although the Ctastcnn House 
has succeeded in attracting 
dose to 100 companies, there is 
some criticism of the employ- 
ment content - job creation 
being one of the main justifica- 
tions for the concept UIF, for 
example, has a staff of only 
eight. But they argue that 
numbers wiU expand and that 
there are spin-off jobs outside 
tiie firm. 

“Our legal and accountancy 
advisers get a lot of work from 
our activities," says Patrick 
Flynn, “although they are not 
on our payrcdL There is also a 
lot of administrative -work, 
which employs people in Ulster 
Bank.” 

UIF, like all the other Cus- 
tom House tenants, is not actu- 
ally on tbe docks site because 
tiie first block will not open 
until the spring. Instead, it 
operates under the licensing 
forme fmm offices in Dublin’s 
Canada House, above the Cana- 
dian Emb assy. • 

“We will probably be moving 
in 1991," says Mr Flynn. “We 
have to go there under the lic- 
ensing rules but the rent will 
probably be more expensive 
than here. 

“Some people talk about the 
advantages of a concentration 
of brainpower in the centre, 
but I don't think it will happen . 
like that. However, Ulster 
“Rank will probably move its 
treasury and fund manage- 
ment operations to the new 
offices, even though they do 
not come under the special 
Custom House centre terms.” 

Brendan Keenan , 


WITH THE establishment in 
Dublin by BMW, tbe German 
motor group, of a captive 
insurance company to cover its 
worldwide insurance require- 
ment, Ireland has «i gnaihwf its 
ability to carve out a slice of 
the rapidly gro win g but com- 
petitive business of offshore 


European Financial & 
Investment series of surveys 

European Offshore Financial Centres , 

March 1990 

► 

Nordic Countries 
March 1990 

Spain 
May 1990 

Portugal 
April 1990 

Netherlands 
June 1990 

West Germany 
June 1990 

United Kingdom 
September 1990 

France 
October 1990 

Italy 

November 1990 

Turkey 
November 1990 

Switzerland 
December 1990 

Copy date for advertising material is 3 weeks prior 

to publication date. 

For further information contact 

Henry Krzymuski on 01-873 3699 or Gillian King on 01-873 4823 


There Is nothing new about 
captive insurance, and various 
other centres are well estab- 
lished, notably Bermuda 
(which plays host to well over 
1,000 captives) and the Cayman 
inlands In relation to the huge 
American market. In Europe, 
Guernsey and the Isle of Man 
have been developing this busi- 
ness for a number of years, 
while Luxembourg is also 
prominent in reinsurance cap- 
tives. 

So given that in the UK, for 
example, 66 of the top 100 com- 
panies are thought already to 
have established captives, is 
Dublin a little late into the 
game? 

Norman Bannaaen, manag- 
ing director of Alexander 
Stenhouse, which has rec- 
ently set up a captive man- 
agement operation called Alex- 
ander Insurance Managers 
(Dublin), is optimistic 
about the potential for 
Ireland to tap the Cont- 
inental market, pointing 
to the BMW deal (although 


IRELAND has produced a 
number of entrepreneurs 
over the years whose 
reputations have spread 
well beyond the country’s 
borders. 

For example, the names 
of Mr Michael Smurfit of the 
Smurftt paper and 
packaging group, Mr Tony 
O'Reilly of Heinz and the 
Independent Newspapers 
Group (n Ireland, Mr Tony 
Ryan of GPA. the 
Shannon-based aircraft 
leasing company, are 
well-known in boardrooms 
and banks round the world. 

Others, such as Mr Larry 
Goodman, head of Goodman 
-international, a 
' privately-owned group 
which is Europe's largest 
meat-processing concern, 
are perhaps less well-known 
outside Ireland. 

Here we look at two other 
entrepreneurs who are 
making their international 
mark. 


ance map. 

It will require 
substantial marketing 
to put Dublin oh the 
captive insurance map 


“We need to get some of tbe 
major international n^mpa in” 
he says. But tbe quality of the 
companies he and others are 
negotiating with is, he insists, 
“tremendous”. 

“Once the tap names have 
been attracted there will be a 
snowballing effect,” says Mr 
Haunagen. “Every captive that 
is found is a little bit of PR for 
the concept of captives.” 

Captive insurance offshoots 
are setup by large ««npam<» 
(sometimes by several compa- 
nies sirrting jointly) which pay 
subs tantial insurance premi- 
ums - say, of £250,000 a year 
or more. 


that Is managed by a rival bro- A captive can achieve better 

ker. Sedgwick). ■ - premium rates than its parent 

“There has been a tremen- if It can deal directly with the 
doua increase 'in awareness of wholesale, insurance markets 
the possibilities of captives in rather than through brokers. It 
Europe," he suggests. “TheyVe may also be able to m anage 
only been sr ra t ch fa g tbe -sur- specialised risks more eflfeo- 
fece." lively, and can. generate tax 

Mr Hannagen accepts that it -savings. 
wiD require a substantial mar- - Dublin’s big selling paints 
keting effort in order to put -are that it is within the Euro- 
Dublin on the captive insur- pean Community, and- Is able 
ance map. to o ffer captives the special 10 

per cent corporation tax rate . 

which is to all ccazt 

It Will require ; panics within the International 
substantial marketing Financial Services Centre, at 
toput Dublin oh the 

captive insurance map don, with its huge insurance: 

markets; and . can offer a 
. sophisticated range Of support 

“We need to get some of tbe services. A weakness, perhaps, 
major international inwngg in,” . for a centre which seeks to . 
he says. But the quality of the serve Continental Europe, is 
companies be and others are that German and French are 
negotiating with is, he insists, relatively rarely spoken in - 
“tremendous”. - Dublin with any fluency, and 

“Once the top names have attention may weed tu be paid 
been attracted there will be a to this if Irish financial sar- 
snowballmg effect;” says Mr vices are to develop to' their 
Hannagen. “Every captive that full potential, 
is found is a little bit of FR for The direct employment cre- 
the concept of captives.” ated in this business Is modest 

C aptiv e in s uran ce offshoots - say, two people per captive, 
are setup by large companies But work is also generated for 
(sometimes J y several compa- accountants and lawyers, and 
nfcs acting jointly) which pay the banks will benefit, too. 
substantial insurance premi- Then there is the general 
urns - say, of SSSOflOO a year spfaoff in the form .of hotel 
or more. and restaurant bookings as 


overseas directors arrive for 
regular board meetings and 


Compared wf&- Luxembourg 
Dublin is cheaper, -and in cap- 
tive insurance can offer feciUr 
ttes for (Bract insurance as well 
as reinsurance. - : 

The tax position is also 
favourable In that there are 
double tax treaties with many 
important countries so- that 
profits can be repatriated with- 

A weakness la that 

German and French 
are rarely spoken with 
any fluency - . 


out further charge, (although if 
: profits, are not to-.be -repatri- 
ated, some efthe offshore cen- 
tres impose even, smaller tax 
burdens). 

•: Guernsey and the .Isle- of 
Man are outside the. EC, 
whereas Ireland Is within. TWs 


compared 

.with, say, dbllarba&d centres, 
or even the sterling-based cen- 
tres, at -least untflfi such time 
as the UK joins the Exchange 
Rate Mechanism efthe EMS. 

• : Certainly Dublin is being 
taken very -seriously by the 
major- international captive 
-managers, anf the - Swedish- 
based SINSEIt and American 
Z&ter&aefozfel Group, ‘for 
instance , have set up in addi- 
tion to the two firms already 

mentioned. • J 

. Because of the European 


cance at present, but Commu- 
nity lw riiiiBtf m js befog. devel- 
oped to establish a single 
market in insurance beyond 
1992, and Dublin-based compa- 
nies are assured of free access 
to business In all member 


fa addition, Ireland is a fall 

- wwihW nf fjia Fw-npqan H fhniB . 


me hopes that American multi- 
nationals which at present 
channe l 'their risks through 
Bermuda c a p tiv es will consider 
. the posjdbwty of setting up 
'.'s^Tsibary'cmmves'Witbln toe 
• iDubHnlFSC to' handle the 
^fastirance business of their 
'"(meridians in Ireland and else- 
where in the community. 

.The ‘ marketing' effort , is 
. intensifying. Mr „ Hannagen 
says be - was' pleated that- as 
. manyaslOl delegates from 
t»*th> EC member states turned 
up pi qwtfi to, an Alexander 
Steritionse seminar fa Dublin 
on captive insurance opportu- 
nities. '. 

- ^aw -ewnpany risk manag- 
- ere .win ignore Dublin ad their 
nwnperiL”beciaims- 


ITS a long way frtmi filLfag fa 
teeth In Cork to developing 
luxury hotels in Los Angeles 
and business premises fa cen- 
tral London, but that is what 
Mr Robin Bower, former den- 
tist turned worldwide property 
developer, has achieved. 

Mr Power, 45, founded 
Power Corporation In 1973. 

“Times were tough as a 

vnmur ilmfluf — my imrfmT 

was bald and patients always 
wanted treatment from him, 
thinking be was older. So I 
started speculating fa property 
in the Cork area." 

Things were not modi easier 
in the pro p erty business. Inter- 
est rates were more than 20 
per cent, but with Ireland's 
entry into the EC, substantial 
amounts of money were com- 
ing into the economy. 

Mr Power's first large-scale 
deTetopmcnts were two shop- 
ping centres in Cork. By the 
early 1980s the Power Corpo- 
ration was spedahsfag fa com- 
bined retail, leisure and res- 


PROFILE: ROBIN POWER 


Profitable mixture 


tanrant complexes in city cen- 
tres in Dublin, Manchester and 
Bristol. This shopping centre 
“mix” ha* been continued. 

Power Corporation went 
public fa 1987, two days before 
the “Black Monday" stock 
market crash. . > 

“It was just luck ~ and IPs 
worked very wefi. Since floata- 
tion we've had three rights 
issues and they have all beat 
folly subscribed," he says. 

Power is the eighth laigest 
industrial company on the 
Irish market, The key fa the 
Corporation's .growth over the 
past three years is the more 
into central London and the 
acquisition of the Troeadero 
Centre fa Piccadilly. 

In late 1987, Power pnt 



.together ft consortium id pur- 
chase the centre, fa which Jt £ 
took a 25 per cent interest. A ** 
few months later Power had a 
right* issue and fa* its Xro- 
caster© stake to -50 per cent ‘ •'. V"*-*'-'' 

Again^ the Troeadero has • 
been buffi as a “nrix” between ‘I 
fashion, food and MsOre. - 
y Tifa A four-acre groatmtsite 
with 16 acres of floorapace. Power: former dental 
The site was producing less 

than 22m fa rent per year, One w - finance many of his deals. - . 
-section of the site alone Vrfll : t ’.'<* l Tfce Japanese , understand 
soon be protadng nOn per -the sort uf upmarket retail 


annum In rents,” he says. "The 
whole , thing has worked 
beyood my wildest dream*.” 

-V The fajoteo development 


mix that we try to achieve. 
. They appreciate our *hands-ou* 
.style,” he says. . - . 

. Power closely rets retailers 


is ^acret toLmidcm’sOdna- .Wanting space fa its derelop- 
town and power has. seen, its - note . Jt sometimes goes as 



McKinney: university drop-out 

The same techniques were 
applied to Woodchester’s Brit- 
ish acquisitions, 1 Milestone 
Leasing and MoargateMareate 
tile, bought fa 1988. . 

“We have shown that we can - 
manage BHi gmuim apd aren't 
just laid-back providers of capi- 
tal, " says McKinney. But jt. 
was the ventures into the UK 
which cconbfned to give Wood- 
cbester the wont six months 
in its history. The main prob- 
lems were not Woodcbester’a , 
but those of the B&C financial : 
conglomerate, which originally 
held 62 per cent of the Irish 


PROFILE: CRAIG McKINNEY 


Singular 

honour 


THERE ARE many successful 
Scottish financiers, but very 
few who their name fa 
Ireland. Perhaps only one — 
Craig McKinney, founder and 
chairman of .Woodchester 
Investments, qualifies for this 
singular honour. ; > 

Mr McKinney wte born- in 
Lanarkshire and dropped out 
after a year studying com- 
merce at Edinburgh University 
- “I thought it was a ridicu- 
lous course. The first three lec- 
tures were about the develop- 
ment of the water mole fa 
Industry.” 

% connections with Ireland 
began in 1970 when ha went to 
work for a company: called 
Hamilton Leasing, which was 
establishing an Irish operation. 

fa 1978, the Irish company 
came up for sale. Mr MrKiyrr^ y 
and his brother tried to organ- 
ise a mana g eme n t buy-out, but 
woe unable to raise -toe cash. 
Instead, they founded Wood-- 
chester and nine years later 
bough toot Hamilton. It is the 
deal which garo him most plea- 
sure in his career. 

Woodchester, though, has 
become more than a leasing 
company. McKinney has built 
it into a significant Irish finan- 
cial services group, capitalised 
at IR£300m and ranked seventh 
by size oh the Dublin stock 
exchange. 

The key tteih is broadening 
Woodchester’s base were the 
acquisition Of two moall banks, 
Bowmafcer and Trinity, giving 
it, not just a valuable hire pur- 
chase business, but a hanking 
and foreign exchange dealing 
licence, and a fully-fledged 
treasury department 
Despite its impressive profit 
and share price performance, 
Woodchester has always 
attracted more than the usual 
number of doubters - “when I 
paid ZR£l0m for Bowmaker, 
everyone said I was mad,” says 
McKinney. 

Next year the profit contri- 
bution from the bank is expec- 
ted to be IR£5m. McKinney has 
certainly shown his Irish' 
rivals, who tend to share the 
national tendency towards 
flamboyance, the virtues of 
Scottish canniness. . 

Woodchester’s Dublin head- 
quarters, despite being in a 
street called Golden Lane, is 
plonked fa the middle of Cor- 
poration flats in about as 
unfashionable an area as possi- 
ble. But he has been able to 
generate a lot Of 'cash selling 
the plush bead offices of his . 
acquisitions and moving the 
slimmed- down workforces to 
Golden Lane. 


site; raise facrease, wlto for- -fir va in* examine menus and 
mar Hong Kong residents . test their srdtabOtty. 
eager to forest in the area., . The: corporation .also uses, 
ThcsoccewVrftheTitKaMimw w^^ Its own 

site has been the qtfobwd In-house pool of architect's, 
teotjte ^ ^ ftftm 

ufariy fa tfae US/ Fower ifow^- of I&Qm far last year 
hap a 40 per cent sfaEe ins --and has recently established 
-shopping development on ~ an ADR fodttty In New York, 
Rodeo Drive in Los Angelas, allowing -UR investors to 
. an upmarket retattareanfck- forest fatiteproperty group, 
named “the street ofpdif. _ Hr Rnrarlieeli that as his ... 

Power also has a 30 pa r cent fcOEopkny’s activities expand 1 * 
Interest in the Ambassador Jmstneas ii likely to become 
Hotel site in Los Angelas,- teddaC-.:- ‘-i. ; 
being developed fa partnership w- **There- arp hot so many 
with, amog oflun> fo top end at 

aid Tnnnp,the kfag of the US tfarproperiy market, so it is 
property fondness. - :; *ie» «o^petittre.-9re cover our 

Power also has -retail prop- risks afithetbne - and from 
erty fa New York and is exam- ; day' tew» .ktere never had a 
fafog possible sites far dafoli . .probfenji With the banks.” 
opment fa Paris. Mr Power haa , ?r . ; > ■- ■ 
used Japanese banks to ■ v Kioran Cooke 


ufariy fa tte USj' JteR Hoar 
has a 40 per cent ata&e In a 
-shopping development -on . 
Rodeo Drive fa Los Angeles, 
an upmarket retatt area nick- 
named “the street of guLf. 

Power also has a 30 pe r cent 
interest fa the Ambassador 
Hotel site in Los Angelte,- 
belngdevrioped fapartnerfibfo 
with, among otoma, Mt Dod- 
akl Tram^,tfe9. king of tite US *. 


As B&Cs troubles mounted, 
it placed 32 per emit of Wood- 
chester with Institutions at 
IR£L80p per share. That still 
left a 29.9 per cant chunk, and 
it proved difficult to soIL 

Last autuxmrit was confi- 
dently expected that the 
French bank Credit Lyonnaise 
would buy ' the stake at. 
IR£2.05p per share. But the - 
deal fell through, ostensibly 
because the French Treasury 
vetoed it. Yet a month later 
Credit was back, buying the 
shares, but atIB£l.05.a share. 

Given toe difficulties fa valu- 
ing leasing companies, some 
believed that was- Credit's real . 
calculation of Woodchester's 
worth. But the deal is . a bit 
more complicated than that. 
The share price has since 
climbed to IR£2.15, on the 
belief that the French will buy 
a further SO pa cent at around 
IR£2 per share, leaving the bal- 
ance with the institutions. 

Credit Lyonnaise would 
therefore have replaced B&C as 
majority stake-holder, and a 
better one from McKinney's 
point of view. - “It is the 
twelfth biggest bank fa the 
world and can give us access to 
the Contintental markets." 

. As if to make the wheel bum 
full circle, McKinney has 
appointed three senior execu- 
tives to develop financing for 
Lookers’ agricultural machin- 
ery division - said fa be the 
biggest fa the western world. ~ 

Where did' the jr coma from? 

A company called H ighlan d 


Brendan Keenan 




CONROY 

Petroleum and Natural Resources PJLc. 

Conroy Petroleum and Natural Resources P.Lc 
is involved in mineral ami hydrocarbon 
exploration m Ireland and overseas. 

Final feasibility studies for the Company's 
proposed zinc/lcad mine at Galmoy, 
County Kilkenny are nearing completion. 
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IF THE Irish can- mytffl gp ft, ft 
will be qntte an a ch i e vement to 
turn Dublin into an interna- 
tional investment. centre. 

Until little more than a year 
ago, after all. Ireland was 
ringed around with foreign 
e xchange controls on overseas 
portfojUo.investmenL And even 
when Ireland was within the 
sterling area, Its financial 
insttutions lived in the shadow 
of thefr more powerful rivals in 
London and Edinburgh. 

Bat most domestic controls 
on overseas investme nt have 
now been lifted, and Ireland is 
committed to the stogie 
in financial services which the 
European Community will 
introduce at the beginning of 
1993. 

Ir eland is 'now imiHn; a 
two-pronged bid to become an 
important centre far interna- 
tional fund management. Last 
year it rushed through legisla- 
tion to comply with the EC’s 
Delta Directive, achieving th^ 
by June i - several months 
ahead of the UK and Luxem- 
bourg. Ucits are retail invest- 
ment funds — • the acronym 
stands for Undertaking: far Col- 
lective Inv e stment in Transfer- 
able Securities; 

In addition, however, 
attempts are being made to 
attract other kinds of interna- 
tional investment funds, nota- 
bly those of a wholesale 
nature. 

The aim, moreover, is to 
make Dublin into a place 
where genuine investment 
decisions are made, as opposed 
to Luxembourg, which hosts 
many hundreds of funds but 
which is essentially an admin- 
istrative centre, delegating the 
investment advisory side to 
London. Switzerland, Tokyo 
and elsewhere. \ 

Asset management has 
therefore become one of the 
important focuses of Dublin’s 
International Financial Ser- 
vices Centre. Ucits promoted 
by IFSC companies are free of 
all Irish taxes (they do not bear 
even the tax of 0.06 per cent of 
assets charged by Luxem- 
bourg), hut may not be sold in 
Ireland. 

Non-Udta investment com- 
panies are less easily market- 
able, and will be liable to a 10 
per cent tax on income. But at 
the same time they will be able 
to gain access to Ireland’s net 
wont of double tax agreements 
with 21 countries. This means 
Hi at withholding taxes suffered 
abroad may in many cases be 
recl&imahle - which repre- 
sents a potentially I mp o rtant 
a d v a ntage ever Luxembourg. 

Ireland itself has a weE-de 
veloped stock market. The 
Irish Stock Exchange is in fact 
a unit of the International 


Quest for international 
fund management 

A strong bid 
for business 


Stock Exchange based in Lon- 
don. As such, it has local 
autonomy, but at the same 
ftiM has access to the technol- 
ogy and international connec- 
tions of the London market. 

' The Irish Government’s 
increasing emphasis on the 
funding of investm en t through 
private capital has encouraged 
the exchange to promote the 
advantages of a listing with 
renewed vigour. 

“At present there are too few 
instruments for people to 
invest In," admits Tom Healey, 
general manager of the Irish 
Stock Exchange. Including 
both the fuSy-fisted and junior 
markets, about a hundred 
stocks are traded - “we are 
trying to encourage companies 
to think of going public, ■* be 
says. • 

With a capitalisation of some 
ISSbn at the recent peak, the 

iwarlwt Is among fhw mfnww w 

of the European scene. The 
loss of the Biting of Irish Dis- 
tillers after a French takeover 
waa a blow, and the market 
has not yet benefited from any 
significant privatisation issues, 
although Irish mb Is a con- 
tender for the medium term, 
and maybe Aer Lingus, too. 

On the other hand, business 
in Irish Government securities 
has benefited from overseas 
interest, especially from Ger- 
man investors. These have 
seen attractions In the higher 
returns- earned on Irish pound 
bonds compared with deutsche- 
mark securities, given that the 
exchange rate risk has been 
reduced because of the Irish 
cur rency’s increasingly secure 
position within the European 
Monetary System. 

In one respect, claims Mr 
Healey, the Irish «wn*ang w is 
unique in Europe: it does not 
fear foreign competition, hav- 
ing successfully defended its 
patch against London, which 
transacts only about 5 per cent 
of the business in the major 
Irish stocks. It remains to be 
seen, however, whether last 
week's move into Irish stocks 
by "Winter-flood Securities in 
London will eat Into Dublin's 
volumes.' And it is questionable 
how much the domestic 
exchange will have much to 
gam from the growth in fund 



Ireland tea a unH-developed 


management in the IFSC, 
given that the various interna- 
tional firms will concentrate 
an playing the global markets. 
Nevertheless, J & E Davy, one 
of the 16 member firms of the 
Irish Stock Exchange, is set- 
ting up Davy international 
within the Centre to develop 
offshore stockbroking opportu- 
nities. 

The big banks will be estab- 
lishing back-up services such 
as global custody. They will be 
gfmfwg to DTOvtde administra- 
tive services. Including valua- 
tion and certification, to ucits 
■nri other international funds. 
Under the rules, these services 
must normally be made avail- 
able within the Centre. 

Ireland established a 
new regulatory framework 
based upon the Central Bank 
in order to ensure adequate 
supervision of the expanded 
fond management sector. 
There is provision both for unit 
trusts (or mutual funds) and 
investment companies (with 
fixed or variable capital). 
About a dozen Udts have been 
authorised so far. 

But the conditions attarfririff 
to the IFSC make the regula- 
tions inevitably rather com- 
plex. The waters were muddied 
a little further last month 
when Albert Reynolds, toe 
Finance M ini s ter , slapped a 3 


per cent tax on ail purchases or 
overseas-based funds, includ- 
ing Udts, by Irish residents. 

This was largely In response 
to lobbying by domestic unit- 
linked life assurance compa- 
nies which feared that competi- 
tion from abroad would be 
intensified. The tax was justi- 
fied as creating more of a level 
playing-field within Ireland, 
given that life tends already 
bear such a 3 per cent front 
end t ax , but there are also 
fears that toe tax will encour- 
age outflows of cash to off- 
shore tax havens. 

In any event, tend prom ote rs 
within the IFSC are required to 
agree that their "dock site 
funds’* will not be sold in 
Ireland itself, which is no great 
sacrifice considering that the 
domestic market is tiny com- 
pared with the potential of the 
remainder of the EC. 

These rales will create prob- 
lems for the larger domestic 
operators such as the banks, 
which, are faced with decisions 
about how to divide up their 
fund management activities. 
They are also in danger of see- 
ing their staff poached by 
incoming firms although 
Investment Bank of Ireland, for 
example, says that only one 
fund manager has been 
tempted away so far. 

For the foreign managers, 
the first hurdle to be sur- 
mounted is that Ireland does 
not have the credibility of Lux- 
embourg as a domicile for 
international funds, and a 
major marketing Job has yet to 
be done. Tim second question 
marie is over the availability of 
staff Experienced fond manag- 
ers constitute a scarce 
resource, especially in Ireland, 
although it is possible that sig- 
nificant numbers of Irish 
nationals overseas, especially 
in London, might be attracted 
back to Dublin given the right 
incentives. Otherwise, it 
should be noted that the Dub- 
Un City University is springing 
quickly into action to offer a 
postgraduate course in invest- 
ment management and trea- 
sury management to help plug 
the looming skills gap. 

Meanwhile, the big advan- 
tages of Dublin are that it is an 
uncrowded financial centre 
where people are eager and 
ready to do business, and 
where fund promoters with 
good credentials can set up 
quickly - “we can get tends 
approved within a few weeks,” 
claims a local nffluaiTfa wt. 

For Anns sweating it out in 
Luxembourg's long and expen- 
sive qneues, Dublin could 
sound Hke an increasingly 
good idea. 

Barry Riley 


Enthusiasm over Ireland’s Presidency of the Council of Europe 


Difficulties in the run up to 


the single European market 


THE ENTHUSIASM with 
which the Irish Government 
has taken over the Presidency 
of the European Council for 
the first six months of this 
year has supported a common 
theme among Irish p oH ti c ten a 
that “the Irish are good Euro- 
peans.” 

A popular referendum on the 
adoption of the single Euro- 
pean Act in 1967 showed that 
70 per cent of those who voted 
were in favour of further Euro- 
pean int eg ra tion. 

Ireland has been a substan- 
tial net beneficiary of EC fund- 
ing joining the Commu- 
nity in 1973, and last year the 
Government launched an l£9bn 
economic development plan 
which i ncluded XE3hn of Com- 
munity support. 

But despite significant 
advances in recent years, 
Ireland still faces problems in 
the run up to the single Euro- 
pean market. A recent 
improvement in wyyiywnfe per- 
formance has made little 
im pre ssion on unemDiovmeuL 
vrtuchat 18 per cent Is twice 
the EC average. 

Emigration, at an estimated 
40,000 per year, is higher than 
at any time in Ireland's recent 
history. 

Furthermore, a spate of bor- 
rowing over the last two 
decades has left the Irish 
exchequer devoting a large 
proportion of its tax revalue to 
servicing a national debt of 
Z£25bn. 

While the balance of trade is 
favourable, with more than 
two-thirds of industrial output 
being shipped overseas each 
year, the country’s exporters 
are hampered by a transport 
infrastructure in such poor 
condition that it prompted a 
European Parliament report in 
1986 entitled: Transport as a 
Bottleneck to Economic devel- 
opment in Ireland-” 

When the Channel -Tunnel is 
completed, Ireland wfllbe the * 
only member state with nb . 
land to the rest of the EC. 
While the Government has 
expressed its enthusiasm for 
the single market it is also 
aware that there might be neg- 
ative consequences. Much 
effort has been devoted to 
explaining Ireland’s "special 
circumstances” to the EC’s 
decision-makers. 


The Irish exchequer is con- 
cerned about an anticipated 
loss of more than I£600m in 
revenue following the harmoni- 
sation of indirect taxes 
throughout the EC. 

In some instances deroga- 
tions have been sought from 
Brussels. Ireland will not teQy 
implement the EC directive on 
non-life insurance, for exam- 
ple, until the late 1990s. How- 


effects cd the single market has 
resulted in many companies 
seeking links with similar 
enterprises in other EC coun- 
tries. 

A survey by the Confedera- 
tion of Irish Industry (CU) 
revealed that by 1992, 40 per 
cent of companies expect to 
take over concerns in other 
member states, 10 per cent 
expect to be themselves taken. 


Ireland has been a substantial net beneficiary 
of EC funding since Joining the Community 
In 1973. Last year the Government launched 
an !£9bn economic development plan which 
Included l£3bn of Community support 


ever, the approach of the single 
market is viewed with opti- 
mism in some quarters. 

The s u pport mechanisms of 
the Common Agricultural Pol- 
icy have allowed the agricul- 
tural sector to grow steadily 
irfnpp Ireland joined the EC. 

Farm incomes have fluctu- 
ated, but the food industry, 
which accounts for about 20 
per cent of exports, has found 
new dynamism over the last 
two years. 

National agricultural output 
rose by 6 per cent in 1989. A 
review of agricultural perfor- 
mance by the Irish Farmers’ 
Association has shown 
increased investment by farm- 
ers in pollution control and 


over, while the remainder 
anticipate involvement in joint 
ventures or other arrange- 
ments. 

“Irish industry is very posi- 
tive about the completion at 
tht» qi n market.” save Mr. 
Mam Canadian, director gen- 
eral of the CD. 

"As we export most of our 
output, we have a great inter- 
est in the removal of trade bar- 
riers. Nan-tarriff barriers, such 
as lengthy customs procedures 
and differing technical stan- 
dards between member states, 
have been used to hinder the 
free flow of trade. 

"Given the small size of our 
domestic market, I believe that 
imports will increase to about 


While the Irish Government has expressed 
Its enthusiasm for the single market It Is also 
aware that there might be negative 
consequences 


breeding stock. 

Many agricultural coopera- 
tives have been tr ansf ormed 
from small regional concerns 
into major companies with 
ambitious marketing and 
expansion {dans. 

Larger food concerns have 
come to the stock market to 
WTiayiffP foreign acquisitions. 
The industrial sector has 
shown similar confidence. 
Manufa cturing output has 
grown by 10 per cent in each of 
the last three years, and a gen- 
eral increase in industrial out- 
put of 7 per cent is expected for 
1990. A governm ent publicity 
campaig n outlining the likely 


90 per cent total industrial out 
put once these barriers have 
been removed.” 

Mr. Connellan does not 
believe that 1992 will see small 
firms being swamped by larger 
concerns better positioned to 
take advantage of the single 
market. 

"Most «m«lr firms in Ireland 
are subcontractors, supplying 
larger companies. Improved 
performance by those compstr 
nies will benefit small firms by 
increasing the demand for 
their products. 

“In addition, many of the 
small firms which directly 
serve the domestic market sell 


services rather than goods. 
They are well placed to serve 
particular local need s , and can 
adapt relatively easily to mar- 
ket changes" says Mr. Connel- 
lan. 

Despite some recent Govern- 
ment investment, Ireland’s 
transport infrastructure 
remains poorly equipped to 
deal with the needs of export- 
ers. The road system, particu- 
larly in rural areas, has suf- 
fered from years of neglect 

Port facilities are inade- 
quate, and the Irish Govern- 
ment has been criticised for 
failing to provide an efficient 
freight transport system across 
the Irish Sea. Many exporters 
find it more profitable to send 
their goods on a longer route 
through Northern Ireland, 
rather than use ports In the 
Irish Republic. 

This year the Government 
has allocated more than Irish 
pounds I£215m to road 
improvements. Critics say that 
other areas of transport devel- 
opment have been ignored. 

The Government intend to 
see that Irish industry is not 
disadvantaged by our periph- 
eral location," says Mr. Padralg 
Flynn, the Environment Minis , 
ter. 

Telecommunications, for 
many years among the worst 
in Europe, have been consider- 
ably improved. The financial 
services sector has been among 
the first to benefit 

“1992 is a great opportunity 
fin: the financial sector,” says 
Mr. Brian Cregan of the Finan- 
cial Services Industry Associa- 
tion. It will allow Tri«h firms 
to expand into Europe." 

In many respects, Ireland 
may benefit from the comple- 
tion of the single market But a 
sustained economic revival 
will be necessary before 
Ireland is on a par with other 
member-states. 

One recent report on 
Ireland's state of preparedness 
for 1992 observed: "While its 
location, EC membership, lan- 
guage and culture make it 
clearly part of the. Western 
industrialised nations, many 
aspects of the Irish economy 
and society are best under- 
stood as those of a developing 
nation.” 


John Maher 


TOP P ERFORM ERS 
FROM START TO FINISH 



NO-ONE KNOWS IRISH FINANCE 
BETTER THAN DAVY STOCKBROKERS. 


BROKERS TO THE LEADING IRISH 
COMPANIES, AND TO OVER 80% OF 
ALL LISTED AND USM ISSUES SINCE 
1985. THE SOURCE OF THE 
COUNTRY'S MOST RESPECTED 
INVESTMENT AND ECONOMIC 
RESEARCH - NOBODY PERFORMS 
BETTER THAN DAVYS. 

IRELAND'S LEADING STOCKBROKERS. 


DAVY 



STOCKBROKERS 


Davy House, 49 Dawson Street OuWin 2, Ireland. Telephone Int 4353-1-797788. Telex; 93960, Fax ht 4353-1-712704 
Associate Company: Prates Oy. Aleksantarintetu 48A, Helsinki, Finland. Telephone Inc 435MM73381 
Davy Sttxftbrokers is a member of 7SA and ths International Stock Exchange 
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ft MOST PUNCTUAL 
ft BEST FREQUENCY OF FLIGHTS 
ft BEST IN-FLIGHT SERVICE 
ft BEST AIRCRAFT 
ft MOST COURTEOUS STAFF 
ft BEST BACK UP SERVICE 
« SAFEST 

ft MOST FLEXIBLE TICKET 

VOTED "1 st OVERALL. 

An * independent passenger opinion survey was recently carried out with the co-operation 
of all six airlines operating between Dublin and London. Aer Ungus was voted the winner in 
all the above categories, and overall voted three times more popular than the second placed. 



-UTS, Independent survey carried out on 5 th January to over seven hundred passengers travelling Dublln-London with six major airlines. 
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Kieran Cooke highlights new facilities for doing business in Ireland 


Big improvement in communications 


NOT SO long ago. making a 
phone call in Ireland was a 
highly complex operation. 
Mountains of coins had to be 
assembled. Handles had to be 
furiously turned. Machines had 
to be chastisted, operators 
chatted to catafled. 

Coins would thud deafen- 
ingly away. Only a Pavarotti 
could find a way through the 
mash. “Meet me at . . - then 

a last sickening elide and toe 
line was dead. There are proba- 
bly still people wandering 
around, puzzling about who 
they should meet, and where. 

But times have changed: 
telecommunications, the 
life-support system of the 
financial services Industry, 
have improved dramatically. 
Ireland now has a phone sys- 
tem the equal of any in 
Europe. 

The old numbers - like Bal- 
lyjamesduff 42 and Cootehall 
11 - have disappeared. Even 
toe remotest parts of the coun- 
try are now on direct-dialling. 

There have been many other 
changes. There has been some- 
thing of a revolution in 
Ireland's airline industry; the 
monopoly of Aer lingua and 
British Airways on nights in 
and out of the country has 
been broken. 

In the last three years 
Ryanair, the new independent 
Irish airline, British Midland, 
Dan Air and others have joined 
the big national airlines on 
London -Dublin and other 
routes. Fares have tumbled 
and passengers numbers 
increased dramatically. In 1985, 
there were L85m passengers in 
and out of Ireland. Last year 
there were more than 4m. 

New airports have been 
opened in various parts of the 
country. Before long most 
important centres in Ireland 
should have air Hnk» with the 
mam European cities. 

While air routes have been 
developed, sea routes have 
shown little improvement Pas- 
senger services in and out of 
Ireland are inadequate and 
some routes have been dosed. 
Transporting goods across the 
Irish Sea can stffl be something 
of a nightmare. 

The Irish Sea r emains one of 
the most expensive stretches of 
water in the world. A compre- 
hensive freight only ferry ser- 
vice linking Ireland wtto toe 
European contine nt is urgently 






Dublin - rents for commercial prem i ses compa re favourably with ottier European c e n tres. 


needed. Ireland seems to have 
been waiting for funds from 
Brussels before embarking on 
a comprehensive port develop- 
mfint prog ramme . 

Most traders feel the authori- 
ties have delayed things for too 
long. Those specialising in 
financial services will be 
looking for toe most part at 
Dublin, though some will go to 
Shannon in the southwest 

Rents compare favourably 
with other European centres. 
Premium office space in toe 
new Financial Services Centre 
in Dublin costs under toq per 
sq. ft 

In some parts of the City of 
T^vndfwi , similar office accom- 
modation would cost between 
£80 and £90 per sq ft Other 
office space in toe Centre is 
available at under 1£2Q per sq 
ft and in the rest of Dublin 
between I£10 and I£15 a sq ft 

In the Financial Centre at 
Shannon, rents are about I£12 


ate^compare well with other 
cHicw jn Europe. In Dublin a 
riawhip apartment or a house 
can be rented for IC400-500 per 
month. However, supply is lim- 
ited and Btnndardg vary consid- 
erably, with many apartments 

lacking feeffitipa wirnm n n else- 
where in Europe. 

In Dublin, a combination of 
bad taste and developers greed 
has tinned many properties. 
Rents might be relatively 
cheap, bnt other items are 
expensive. Cars prices are 
among the highest in Europe. 
A gallon of petrol costs a £1 
more than in Brifam. 

Taxi fares are considerably 
more than in London. Hotels 
are also expensive though a big 
building programme, particu- 
larly in Dublin, might force 
some prices down. 

Foodstuffs and drink are 20 
per cent - 30 per cent more 
expensive than in Britain. 


Even the well heeled yuppie 
might be forced to step quaff- 
ing rfiampag u* gt Dublin's pro- 
hibitive prices (1220 off toe 
supermarket shelf). 

The bill for a meal out in 
Dnsseldorf or Rome would be 
much lass than the charge at 
many Dublin restaurants. 
Quality and variety, particu- 
larly at medium-range restau- 
rants, is also In short supply In 
Dublin. 

With a population of only 
L5m, Dublin is mine a large 
town than a capital city. Stroll 
down a street or into a pub and 
you'll probably meet someone 
you know. 

The city is still rather 
parochial ««| farfcn the cosmo- 
politan flavour of mo st other 
ce n tres in Europe. K has good 
theatres and an interesting cut 
tural life, but those expecting 
London or New York style 
variety will he disappointed. 

- Unfortunately, Dublin does 


have crime: there Is a high 
incidence of car theft and 
home robberies - worse than 
Frankfurt, hut a far better situ- 
ation than New York. 

For most people, Ireland's 
greatest attraction is toe lack 
of crowds. Traffic jams are as 
yet only an occasional tribula- 
tion and not - as in London - 
a permanent, feature. You can 
walk to almost all appoint- 
ments in Dublin. 

Within half an hour of toe 
capital there is wild, unspoilt 
countryside. 

For the golfer, Ireland o ff er s 
countless opportunities; for toe 
sailing enthusiast -there are 
plenty of challenges; for the 
fishermen there is a lifetime's 
supply of rivers «nd lakes to 
discover. 

Some people, used to a more 
frenetic and varied life else- 
where, mig ht fmrf adjusting to 
Ireland difficult. But others, 
once smitten, find the country 


Specialist business training 

New course for 
graduates 


THE PROUDEST boast of Irish 
Government agencies and. offi- 
cials charged with, attracting 
foreign: investment to Ireland 
has always been that toe coun- 
try has a young, highly edu- 
cated flpd computer literate 
workforce at toe disposal of 
any potential employer. 

■ But hi some areasthe work- 
force has been found lacking. 
While universities and other 
third level institutions have 
produced out an abundance of 
graduates in general business 
studies, they have not been 
equipped for . employment in 
key specialist areas such as 
investment analysis and fond 
managBrnant . 

Now an attempt is being 
made to overcome this prob- 
lem. A new post-graduate Mas- 
ters degree course in Invest 
ment . and Treasury is being 
established at Dublin City Uni- 


very difficult to leave. * 

Useful addresses inrinde; - 

■ Chambers of commerce: 

□ Cork Chamber of Commerce,. 
Carraberg RQnfp , Smumwiifli , 
Cork, (teh 509044; to 26159). 

□ D ublin Chamber of Com- 
merce; 7 Clare Stree, Dublin 2 
(tel: 784291; tn 90716) 

□ Dundalk Chamber of Com- 
merce, 14 The Greseaxt, Dun- 
dalk, (teh 34033). 

■ Banking: 

□ Allied Irish Banks, Bank- 
centre, Ballsbridge, Dublin 4, 
(tel: 600311; tx: 25232). 

□ Bank of Ireland, Lower 
Baggot Street Dublin 2, (tel: 
785744; tx: 25573X 

□ Central Bank of Ireland, 

5 59 Dame Street, Dublin 2, 

(teL 716666; tx: 31041). 

□ The Institute of Bankers in 
Ireland, Nassau House, Nassau 
Street, Dublin 2 (tek 777199). 

□ Inve s tm ent Bflmk of Ireland: 
91 Pembroke Road, Dublin 4, 
(teh 686433; to 25505). 


The course is aimed at sup- 
plying enoug h skirled finaririal 
analysts to meet the future 
needs cf the Irish financial ser- 
vices industry. 

A series of manpower 
studies by toe Financial Ser- 
vices Industry Association 
(FSIA) have shown that toe 
number of treasury arid invest- 
ment specialists employed by 
th e industry in Ireland could 
grow from 550 in 1966 to 1J000 
inlSSZ. 

Furthermore, an. additional 
2,000 specialist jobs are likely 
to be generated by the new 
International Financial Ser- 
vices Centre in -DnbUn. 

The FSIA studies indicated 
that the shortege af specialists 
ould become increasingly seri- 
ous and could hinder the 
fu t ure expansion of toe indus- 
try. 

“A major concern of people 
in the industry, has been the 
availability of specialists in 
sufficient numbers in the 
future," says Mr. Philip Ryan 
of the FSIA. 

"It can be difficult to get 
minds concentrated on 
long-term development, bnt 
onr surveys revealed that there 
was a general agreement that 
the Industry was not investing 
enough in training pror 
grammes to meet future staff- 
ing needs ” says Mr. Ryan. 

One of the major problems 
faring financial organisations 
in Ireland has been the level of 
'leakage" from toe industry. 


Many graduates have been 
attracted to 'London by the 
tr aining opportunities and 
comparatively high salaries 
offered by companies there. 

There has a ten been evidence 
of an increase in staff “poach- 
ing,”, the practise by. which 
companies recruit specialists 
from other organisations, 
rather than train graduates 
themselves. . 

Such practises can be detri- 
mental to the long-term inter- 
ests of the industry as they 
serve to rise salary levels mid 
lower the numbers of special- 
ists av ailable for employment. 

The FSIA hopes that the new 
MSc course at Dublin City Uni- 
versity will, go some way 
towards overcoming these diffi- 
culties. 

"The course is designed to 
offer, graduates an effective 
mechanism for making the 
transition from education to 
industry,” says Mr. Ryan. 

"We believe that employers 
who can offer this training will 
have a competitive advantage 
when recruiting graduates.” 

The two year part-time 
course, which graduates will 
imiterfaim while, gaining rele- 
vant work experience with a 
financial Institution, offers 
t raining in a laiKe of specialist 
activities such as portfolio and 
treasury management, corpo- 
rate financ e and financial 
reporting, be adds. 

Successful participants will 
he eligible to apply for associ- 
ate membership of the Society 
of Investment Analysts, the 
professional' body which has 
assisted in. the designing of the 
course p rog r am me. 

D nhWn fifty P n lvnrwit y haw 

received more than 450 
enquiries about the course 
since. it. was launched last 
month “obviously not all 
graduates of this course will 
stay in the investment and 
fund management area," says 
Mr. Ryan. 

"Many will move into man- 
agement positions in their own 
or other organisations, while 
others , will ' undoubtedly go 
abroad,” he adds. ^ 

"But we believe that, an bal- 
ance, employers in . the Irish 
fftianrial services industry wQl 
benefit substantially from this 
development,” 

John Maher 


AIB International Financial Services Ltd. 

A Force For Innovation 



AIB (Epical Markers will occupy the Brst bnOdmg in Dublin's new International Financial Services Centre (IFSC) 


AIB International Financial Se r vi c es Ltd. has been established 
specifically to operate in Dublin's IFSC. We specialise in: 

• Tax efficient cross-border financing. 

• Joint ventures in niche, financial services. 

• Advice, structures, and sophisticated back office services 
to banks and multi-national companies setting up 
operations at the IFSC. 


We are in a unique position to assist' companies wishing to 
establish at toe IFSC We offer: 

• An in-depth understanding of toe cross border benefits 
of toe IFSC 

• A highly qualified professional and innovative team. 

• The strength of the AIB Group, Ireland’s , largest bank 
with assets of over $22 billion. 

• Our experience as the first unit established in toe IFSC 


Contact Colm Doherty or Michae l O’Hara on +353 1 833377 (from UK: 0001 833377), or fox a request for our comprehensive 
information pack on the Dublin International Financial Services Centre to 4-353 1 833554 (from UK: 0001 833554). 



A MEMBER OF AIB CAPITAL MARKETS 
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power, with, a narrow 


majority last October, 


Felipe Gonzalez’s 


Social ist Government 


has been battered by political 


scandals, new autonomy threats 


and an overheating economy. It has 


begun to placate the unions to 

protect itself, writes Peter Bruce 

Gonzalez in 
a tight spot 


Traditional Spain: S a wawc o dancing at'tho 


Club In Madrid; and Williams and Humbert’s bodega In Jerez da la F rontara, whore 50,000 barrels of Dry Sack sherry are stored 


POLITICAL CYCLES (or 
should that be political memo- 
ries?) are short in Spain. Only 
last year the Government and 
trade unions appeared to have 
split completely. Mr Felipe 
Gonzalez, the Socialist Prime 
Minister, pronounced dead the 
decade-old three-way accord 
between Government, employ- 
ers and unions on wages and 
working: conditions after a suc- 
cessful one-day general strike 
against his conservative eco- 
nomic policies. 

Fading fast too was the 
Basque separatist-terrorist 
group ETA, which Spaniards 
were told bad lost its political 
battle for the hearts and minds 

of Raggyp natimflHda 

The Government had also 
ridden out a series of minor 
scandals - -the deputy Prime 
hamster’s use of a Government 
aircraft to get him out of a 
traffic jam at the Portuguese 
border, the Minister of 
Defence’s use of a Pta 1m piano 
at public expense and the 
director of the state radio and 
TV running up a hig clothes 
hill on her company credit card 
- with smooth excuses. 

The economy was 1 a little 
overheated but under control. 
The Treasury had taken appro-, 
priate measures to stop the 
inflow of hot foreign capital 


and Spaniards were being, dis- 
suaded from getting around 
high domestic interest rates by 
borrowing abroad. 

A year later, the Govern- 
ment is doing its utmost to pla- 
cate the unions, especially its 
former sister organisation, the 
Socialist UGT, the natkmaUwt 
torch in the Basque country 
and Catalonia has been picked 
up by once-docile moderate 
parties, the Government is 
embroiled in a damaging cor- 
ruption scandal and the Bank 
of Spain has been forced to dic- 
tate to banks how much money 
they can lend after its earlier 
restrictions were seen to have 
no effect at alL 

Something very odd is hap- 
pening to the Government. The 
Socialist Workers Party was 
re-elected to a third term in 
office last October with the 
thinnest possible majority - 
one seat - in the Cortes, or 
Pa rliament, in Madrid. Mr Gon- 
zalez is an record as saying 
that this will be his last four 
years as Prime Minister, which 
is probably just as well 
because the Socialists, as 
things stand now,- appear to 
have little chanc e of winning a 
fourth overall majority in Par- 
liament when Spain next goes 
to the polls even thrai gh they 
remain the largest party. 


Because of this, suggest 
some political observers, the 
Socialists are beginning a slow 
process of preparing them- 
selves for opposition. Hence 
the rapid peacemaking with 
the UGT, which provides the 
party with its grassroots sup- 
port. Hence Mr Gonzalez’s 
breezy threat earlier this 
month to resign if Mr Alfonso 
Guerra, his long-standing dep- 
uty, is forced out of office. The 
rise of Mr Guerra’s brother 
from bookseller to millionaire 
businessman was the subject 
of a parliamentary debate this 
month. It emerged that his suc- 
cess had been achieved from 
an office put at his disposal by 
the deputy Prime Minister. 

In the debate. Mr Alfonso 
Guerra refuted heated accusa- 
tions of influence peddling, 
however, proving that for tbe 
highly-organised Socialists, 
dealing with the opposition is 
stfll relatively easy. • 

. Obviously, slot can happen 
in the next four years. But 
senior officials now openly 
g pnak of irritations mwl dismay 
within the Government. For 
one thing, Mr Gonzalez’s 
apparent determination to 
leave national politics by 1992 
has opened a battle for the 
party leadership between Mr 
Nards Sena, tbe Defence Min- 
ister ppd Mr Javier Solana, the 
Education Minister. There are 
at least tiro other candidates 
tha manoeuvring has been 
intensified by the tact thatMr 
Rmwfllig. ba« «HU not wamad a 
new Government since win- 
ning last October's election. 

- Mr Francisco Ordonez,, the 


Foreign Minister, said before* 
the poll that he wanted to step 
down but- has been persuaded 
to stay for the moment Bathe 
is highly unlikely to see out 
the full four years - and the 
Cabinet reshuffle when be goes 
is bOUSd to be awirwnnlnna. 

The other thorn has been the 
Influanfft - npririlin g nTlagatinng 

surrounding the deputy Prime 
Minister's brother, who was 
accused in Parliament of hav- 
ing amassed a fortune worth 
$10m in tbe last few years 
using his position as Mr 
Alfonso Guerra’s adjutant in 
Andaluda. Though no wrong- 
doing has been proved, many 
Spaniards axe suspicious. 

It may be much harder now 
for the Socialists to parade 
themselves as the party of the 
poor. Also, the arrival on the 
national scene of Mr Jose 
Maria Aznar, a bright new 
leader of the main opposition 
party, the conservative Partido 
Popular, may rob the Socialists 
of many of tbe inroads they 
have made into Spain’s 
upwardly mobile “yuppie” vote 
since coming to power In 1982. 

In the last three months, Mr 
Gonzalez has also been hurt by 
demands for greater autonomy 
from p arties that. 

govern the Basque Country 
and Catalonia. Both have 
debated resolutions in their 
regional parliaments calling 
for self-determination, an Unde- 
fined objective which neverthe- 
less signals their desire to 
climb on - the (until now) 
largely radical separatist band- 
wagon in search of new voters. 

' . The resolutions have no 


SPAIN 


legal force but the trend is dan- 
gerous for Mr Gonzalez, though 
not beyond his control so long 
as his Government is function- 
ing smoothly. 

Faced with these new politi- 
cal threats. Mr Gonzalez has 
turned back to the UGT, tbe 
union founded by the Socialist 
Party just over 100 years ago. 
An apparently unbridgeable 
gap had opened up between 
party and union last year, with 


Western Europe. But the price 
has been the introduction of 
flexible job contracts and a fix- 
ation for tbe past three years 
in Government with legislating 
for the capital markets and for- 
eign investors. 

In December 1988 the UGT 
linked up with the main com- 
munist union to lead a one-day 
general strike against the Gov- 
ernment. Shortly afterwards, 
for the first time, the UGT 
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union leaders accusing Mr not to support the 

Gonzalez of moving economic Socialist Party in the General 
policy well to the right at the and European Parliament dec- 
expense of Spain's unemployed tions in 1989. The break 
and pensioners. seemed complete. 

Indeed, the Socialists have* to the last month, however, 

managed the transfnmwitim i' of much Of that had feeling hag 
the Spanish economy from its been swiftly swept aside. The 
rigid, protected, past to a Government has agreed to 
future that (with notable raise pensions and the mini- 
exceptions in some sectors) mum wage, ft has also agreed 
easily holds its own now in in principle to allow public ser- 


vice employees to bargain col- 
lectively for their wages. In a 
move that has infuriated 
employers, the unions have 
been given the right, for the 
first time, to “control 1 ' individ- 
ual temporary contracts. 

That is very important. The 
1985 legislation introducing 
temporary job contracts 
vaguely suggested that employ- 
ers would have to justify the 
replacement of a permanent 
job with one using a temporary 
contract At the moment, all 
new temporary contracts are 
sent to Inem, the national 
labour institute, which stores 
th«w, but they will now go to 
the unions. That employers 
fear, will lead to endless union 
interference, and possibly legal 
challenges, in contracting. 

So for, it is estimated unoffi- 
cially that the Government’s 
accommodations with the 
unions will cost close to $ 2 bn 
and whether that will be 
reflected in the 1990 budget - 
which was stffi being prepared 
in early February -• remains 
to be seen. 

Mr Gonzalez's saving grace 
at the moment is that the Gov- 
ernment’s efforts to cool down 
the economy without actually 
upsetting it seem to be having 
some effect. Central govern- 
ment spending this year 
should rise less than 10 per 
cent after last year’s 13 per 
cent increase. Credit controls 
imposed by the Central Bank 
on commercial lenders last 
summer have severely limited 
the growth in money supply, 
nlHintigh inflation for 1969 W8S 
still well above target at 6.9 per 


cent 

The Government’s main dif- 
ficulty in slowing down the 
economy will be to curb pri- 
vate sector consumption. Fig- 
ures published recently show 
an ai» tpwiwg drop in industrial 
ac tivi t y in November, but it is 
too early to extrapolate any 
trend. 

The strength of the peseta is 
a Ian hurting S panish manufac- 
turers. Exports grew only 12 
per cent to Pta 5.2 trillion last 
year while imports rose 20 per 
cent to Pta 8.4 trillion, leading 
to a record Pta 32 trillion trade 
deficit and a $lL6bn current 
account gap - more than 10 
per cent higher than expected. 

Nevertheless, the Rank of 
Spain has set itself firmly 
against weakening the peseta, 
which has been one of the 
strongest performers in the 
exchange rate mechanism of 
the European Monetary Sys- 
tem since it entered nearly 
eight months ago. For corpo- 
rate borrowers and consumers, 
that means there is little 
immediate prospect of interest 
rates falling from their current 
levels of around 15 per cent 

However, even if Mr Gonza- 
lez has been weakened by scan- 
dal, it would be wrong to 
underestimate the Prime Min- 
ister's consummate political 
skills. He has been In tight 
spots before and so for he has 
always fought free. 

Mr Gonzalez has an astonish- 
ing feel for the country he 
runs, ft allows Wm to mate up 
policy on the hop, which is 
always valuable when memory 
foils. 


the face of Europe has changed since Christopber Columbus set sa3 looking for a trade route 
to the Orient in 1492. In 1992, when Spain hosts the last Universal Exposition of this century, 
V/I lJL# Europ e and the world will change again, profoundly. 

V Imagine the whole world on an island, in Seville, Spain. More than 100 countries, 

I ■ WW I I I each with its pavilion. Imagine the theme: “The Age of Discovery”: 500 years and 
Nr W more of discoveiy and exhibits, each designed to stimulate, astonish and entertain. 

JC "WT Imagine the atmosphere: a vast Mediterranean garden refreshed with fountains and running 
XjX e water, animated by song and dance, theatre and parades. Imagine the attendance: 40 million 

people -and the rest of the world (Expo’92 will be the first universal exposition to 
televise special events). Imagine the greatest show on earth. Imagine being there. 
You might even discover a trade route of your own. 


mm 



THESE CORPORATIONS HAVE ALREADY 
DECIDED TO PARTICIPATE IN EXPO 92 
ALONGSIDE OFFICIAL NATIONAL PARTICIPANTS 
AND INTERNATIONAL ORGANISATIONS: 


5: Telefonica 


BANCO CENTRAL 
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- THE AGE OF DISCOVERY, 1492-1992 

April 20 (Easter Monday) 1992 - October 12 (Columbus Day) 1992 
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(SPAIN 2) 


Patrick Blum looks at the Government’s moves to rein back the economy 


Tough credit curbs may 



FEARING the consequences of 
letting an overheated economy 
ran out of control, the Spanish 
authorities are p uffing hard on 
the brakes. Ir anyone had 
pnter fafaprf fpng?nrm about an 
early relaxation of some of the 
Government’s mainly monet- 
arist measures introduced last 
year to curb credit and 
demand, two figures 
published at the end of 
January put an end to any 
such hopes. 

Bolstered by a booming 
economy, Spain’s trade deficit 
for 1989 had surged by more 
than 36 per cent compared 
with the previous year to Pta 
3.2 triffion (US$2SbnX and the 
current account deficit had 
almost quadrupled from 
$2.96bn in 1988 to 811.80m. 
Bnd -of-year inflation running 
at 6.9 per cent (compared with 
55 per cent in 1988). well above 
the Government’s over- 
optimistic 3 per cent target, 
provided another incentive for 
wamfjrfnfag, if not deepening, 
tight monetary and fiscal 
restrictions. 

Mr Jose Perez Fernandez, 
director-general at the Banco 
de Espana (central bank), has 
no doubts about what needs to 

Inflation last year 
was well above 
the Government’s 

over-optimistic target 

be done. “We need stronger 
ffnanHai discipline, a stricter 
monetary policy, and we must 
continue to reduce the public 
deficit” Faffing to do this, be 
suggests, will endanger the 
economy's long-term prospects 
and a nderaf m Spain’s nffo r ta 
to catch up with the rest of the 
E uro pean Community. 

Other economists add that 
inaction now would only delay 
the need to apply tougher and 
less popular measures later. 

Spain’s prese n t problems are 
a consequence of its success, hi 
the second half of the 1980s, 
Spain had one of Europe's 
fastest growing economies 
with GDP growth of around 5 
per cent in each of the past 
three years; 

Despite the authorities’ 
attem pt s last year to cool the 
economy, GDP growth 
remained a sturdy 5-2 per cent. 


Investment, both domestic and 
foreign, soared and 
unemployment fell from 23 per 
cent in 1985 to 16 per cent in 
1989, a year during which more 
than 600,000 jobs were created. 
By the end of the year, 
investment had gr own by more 
than 14 per cent in real terms. 

Integration of the 
peseta Into the EMS 
was also designed to 
reassure investors 

with long-term foreign 
investment rising by over 75 
per cent to US$ 16 £bn- 

The consequences of such a 
high level of activity were 
quickly felt: domestic demand 
'and imports soared, and 
Inflationary pressures grew. 
The current account deficit 
rose from U. per cent of GDP 
in 1988 to 3 per cent of GDP 
last year, a level regarded by 
many economists as unaccep- 
tably high. 

“A cu r ren t account deficit of 
2JS per cent of GDP is the 
martmnni level that is 
comfortable. Above that level, 
the net debt will grow, under- 
mining the country’s (inter- 
national) standing,'* says Mr 
Jaime de Pinles, chief econ- 
omist with. Chase Manhattan 
Bank in Spain. 

High, investment levels and 
capital flows into Spain have 
generated more jobs and raised 
expectations, encouraging 
consumption and credit 
demand. Last year, the broad 
measure of money supply 
CALP) rose by 105 per emit, 
and private credit to 
households and companies 
increased by 165 per cent, with 
a farther decline in private 
savings; 

By the middle of 1989, the 
Government decided to take 
additional action to reinforce 
measures at «wHng the 
economy that were introduced 
in January. Hie i«t*w bad had 
the twin objective of control- 
ling monetary expansion 
through a tightening of credit 
and of reducing the inflow of 
short-term “speculative’’ 
foreign c a pital inflows. 

pognlaHnwa impnaiad t«* 

stop companies borrowing 
abroad to avoid high domestic 

i ffterast and the hawfca 


KEY FACTS 


Area 
Prime Minister 


.504,780 sq km Population 


3945m 

Fe^w Gonzalez 

GDP per capfla* $3,762 (1988), $3,440 (1887) 

GDP growth* — 52% (1988), S^% (1887), 24% (1978-88) 

Forecast GDP % growth* (1966), 4 (1990) 

CoMMoner price rises (annual) 7.0% (to Sept 1889), 45% 
(to Dec 1988), 54% (to Dee 1987b Tt.1% (1978-88) 
Annual % wages rise 74 (1988), 8.7 (1987), 144 (1978-88) 
Current account taMMMMmn -$$.7Sbn (1988), -9229m (1987) 

Trade balance -SIStm (1988), -$1248bn (1987) 

Merchandise exports S39ASbn (1988), $8347bn (1987) 

Merchandise imports — .$5745bn (1988), $4645be (1987) 
Official reserve s mi nus gold 437.1 bn (1988), $30.7bn f87) 
Main e x po r t s (1888) ..non-food consumer goods S124M, 
raw materials, intermediate goods (end. fuel) $t24bn, 
food and drink $8L9bn, capital goods $64bft, energy 

pr oducts 914bn 

PeaHnsHon Of export s (%) .European Community 664 

(France 18. W Germany 12, UK 94, Italy 9.7), US 74, 

Qpee 44, Latin America 24 

Mato Imports (1988) raw ma t eria ls and Intermediate 

goods (axel, fuel) SI&Abn, capital goods $154tm, non- 
food consumer goods $13bn, food and drink SSAbn, 

energy pr oduc ts $&2ba 
Origin of imports (%) .EC 584 (W G e rmany 164, France 
134, Raly 92, UK 7.1), US 84, Opec 6.7, L/Ameriea 5.0 
Secondary education (% enrolled) — 98 (1888), 38 (1965) 

OECD average 93% (1888), 63% (1965) 

Tertiary education (% enrolled) 42 (1986). 6 (1965) 

OECD average 17% (1988), 7% (1965) 

Currency One peseta «■ 100 c e n t h no a 

Exchange rate -US$1 - Pta 1184 (1989), Pta 7140 (1980) 
£1 - Pta 1934 (1989), Pta 1664 (1980) 

*1900 prices gmwvr Ti[> m mi Hrtrvnl WnanMat MmHhM pw 


were forced to raise their 
liquidity reserve ratios to 
reduce the amount of credit 
available on the market. 

Companies wanting foreign 
currency leans were compelled 
to deposit 30 per cent of their 
loans with the Central Bank 
while continuing to pay 
interest on. . the awnimt . 


This encouraged companies to 
borrow more in pesetas, 
thereby pushing local interest 
rates up. 

These measures had partial 
success in restraining some 
foreign capital flows, but failed 
in other respects. According to 
the Central Bank, the broad 
money supply (ALP) continued 


Hacraeconomlcaggreoa 

tes(raal% 
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1988 

1999 

Private consumption 

55 

5.8 

5.6 

Public consumption 

B.7 

4.6 

5.7 

Gross capital formation 

175 

14^ 

14.1 

Fixed capttal - 

14.6 

142 

192 

Construction 

104 

14.0 

14.0 

Capital equipment 

21-7 .. 

14^ 

12.0 

National demand 

. 8^ ^ 

7.6 

7.6 

Exports of goods and services 

54 

72 

42 

Imports of goods and services 

20.4 ■ 

IBP 

18.8 

Gross domestic product 

- 62 

&3 

62 

Final demand ■ 

ao . 

7 JB 

72 

Current account balance {% GDP) 

ao 

-1.1 

-3b 

Public deficit (% GDP) 

-3.6 

-3.1 

-ib 

Inflation (year to December) 

4,6 

52 

e b 

Employment 

3J9 

2A 

4b 

Average salary growth 

6L4 

65 

SL6 
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to grow at a last rate, rising by 
14.6 per cent in the first six 
months of the year, while 
private credit to households 
and companies rose by about 
22 per cent in the same period. 

hi despe ra t i on, to July the 
Government imposed tougher 
credit controls while - at the 

gam p time further rnfrrtny hank 

liquidity ratios- and taxes on 
high-yielding investment 
accounts. The annou nce m e n t 
shortly before, that the peseta 
would be int egr a t ed Into the 
European Monetary System, 
was also designed to reassure 
investors that Spain, was 
committed to pursuing an 

anfrinflUoniiy strateg y. 

There are indications that 
this combination of measures 
may be waddng with a notable 
slowdown to the rate of growth 
of the money' supply. aqd of 
credit. Money supply growth 
was brought down from .144 
per cent to the first six months 
to 5 per cent between August 
and September. Private credit, 
which had gro w n at a rate of 
2L7 per cent, decHned to 8 per 

cent, Wringing the annual rate 

to 16.5 per cent, half a 
percentage point below the 
Government’s July target. 

Short-term foreign capital 
inflows were held tack as the 
possibility of an upward 
valuation of the peseta was 
constrained following Its entry 
into tiie EMS. Nevertheless, 
consumption and productive 
activity have remained high, 
indicating that private 
consumption, which grew by 
more than 7 per cent last year, 
has yet to be retoed in. 

Bus iness , on the other hand, 
has began to complain about 
the impact of the Govern- 
ment’s restrictive policies 
when interest rates remain 
high- “There are dangers, but 
you can’t make a tortilla 
without breaking eggs," Mr 
Perez replies. 

The Government la still 
debating its budget for 1990, 
after delays caused by last 
autumn's generaT ‘election 
which returned the Socialists 
to power for a third term. 
Recent reports suggest that the 
Government will seek to limit 
the growth of its deficit by 
ti ghtening up an expenditure. 

Total spending is expected to 
rise by around 9 per cent to 
about Pta 1142m, but with a 
further cut in the budget 


deficit from last year’s lA.per 
cent of GDP to toxnt L5per 
cent. This is to be achieved 
through a redaction to state 
^ apj h it tran sfers vubtjflfo* 
and cote in some areas of 
social spending. 

.These o t fl e u li ves may prove 
more fflfftaift to attain as the 
Government now faces 
demands for an a ver ag e 9 per 
cent rise to wages from the 
mrtona. Wages rose by 8.7 per 
cent last year rod laboer costs 
have been p u shi ng upwards, 
but the authorities hope that it 
-will be possible to c ontain 
wa g e increases to around or 
below 7 percent; rifebtiy above 
an inflation forecast of 54 to 4 
per cent. GDP growth Is 
expected to remain high, 
though de c lini ng to around 35 
to 4 per cent, with investment 
growth, of 8>to 9 per cent to real 

for m a anil ifemawl filBng fay 

about 2 p e r ce nt ag e pottos to 5 
per 

If the strategy succeeds, 
Spain may be on the road to a 
“soft landing," but that jg fMW 
a big Tz£" Mr Pedro Schwartz, 
from stockbrokers Iberageates, 
believes . that long-term, 
prospects remain p wwpfatwg - 
“We are going through an 
investment boom, . and 


"There arm dangers, 
but youceaT make . 
a torBRa without 
breaking eggs” 

companies are doing weQ. 
although the climate has 
changed. I think inflation will 
•fair quicker riwm expected.” He 
says more deregulation eottid 
increase productivity in the 
financial sector andthat stony 
foreign tovestmerd to the stock 
gvriMwg g wffl help modernise 
tiie econom y . . 

Officials hope that a' general 
righfowhig Tip of demand will 
keep the current account 
deficit is check, perhaps at 
around 35 ' per cent of GDP. 
Chase Manhattan’s Mr de 
Ptoies believes growth may 
exceed tha t figu re, . but he 
remains o ptimistic. .“We toe 
entering a phase of high-risk 
grow t h for the economy . and 
mare has to be done, to deal 
with overheating,. but overall 
the eco nomy , is moving to the 
right direction." be says. .. ' 


^K^ountleigh Group 

GROWING IN 
EUROPE’S MOST 
EXCITING ECONOMY 


ECONOMIC GROWTH 
Spain’s booming economy is growing at more than 
5 per cent a year. 

SPENDING POWER 

Over one third of Spain's 39 million people are between 18 and 
40 years old — Europe's most affluent age group. 

CONCENTRATED WEALTH 

More than 27 million Spaniards live in 57 major towns and cities. 


With Galenas Preciados, Spain's leading 
department store chain, and MGP Holding, 
a major force in Spanish real estate, Mountleigh 
Group has opportunities for growth in one of 
the most exciting economies in Europe. 

If you would like to capitalise on Mountleigh's 
experience in Spain, talk to: 


Nigel Wright 


^Pjjj jountletgh Group pic 

49 Grosvenor Street 
Mayfair, London WlX 9FH 
Telephone 01-493 5555 
Telex 298093, Fax 01 - 629 7754 


Peter Carr 

GALERIAS PRECIADOS 

Marla de Molina, S4-8 5 
28006 Madrid— Spain 
Telephone 341 411 1162 
Telex 42375, ftx 341 41 1 3432 
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Members of the Madrid and Barcelona Stock . 
• Exchanges 

Official Governmen t Debt Dealers 
YOUR LINK TO FINANCIAL MARKETS IN SRA1N 

• Equity, Broking 

• Income 

• Options and Futures ' 

• Asset Management . 

• Corporate Finance 

• Research and Analysis 


Contacts: 


Francisco Bonilla 
Victoria Gama 
Raymond Campos 


P® DE LA CASTBXANA, 52 MADRID 28046 
PH. (1) 563 45 12 76238 FAX: (1)563 2778 
Tlx: 41604 PMJN Reuters: RETA 


FOREIGN POLICY 


Odd men 
Latin America 


' EARLY THIS year Mr 
Francisco Fernandez Ordonez, 
toe Spanish Foreign Minister, 
jpM a quick visit to Tegud- 


r of President-elect Leonardo 
CaQeiaa. Mr Fernandez Ordo- 
nez met US Vice President Dan, 
Qnayfem the Honduran capL 
. tal amt also Venezuela’s Presi- 
dent Carlos Andres 'Perez; but 
be was not surprised to dis- 
cover that not a single Euro- 
pean. Community minis terial 
colleagrte bad bothered to 
-makethetrlpr 

. A farther eight Latin Ameri- 
can presidente are scheduled to 
tate offlqe thto year md Mr 
Fernandez . Ordonez will .be 
present at each and every one 
of the oafotektog ceremonies. 
Some be will attend on -bis 
own; at citosr&toe will accom- 
pany Mr Felipe Gonzalez, the 
Prime Minister, and on one or 
two of the trips- be will , travel 
with a member of the Spanish 
royal family. 

There are likely to be 
high-level £C delegations when 
tiie new'Brazibaxi and the new 
Chilean presidents, Mr Fer- 
nando. CoDor de Mrio and Mr 
Pafxido Aylwfa, are swam into 
offibe bat otfaenhe tiie -Spaa* - 
to representatives wffl, as at 
Tpgnrfgnipa, be tiie odd Euro- 
peans out . 

The Spanish presence at 
such events will underline 
Madrids mnunteromt to Latin 
America, every hit as ranch as 
toe absence of other European 
nations will highlight what is 
feared to be the EC’s potential 
ffisengagement from the area. 

grin’s concern at present is 
to promote that commitment 
beyond, the sphere of moral 
support and to rally the flag- 
ging European int e re st in 
Latin America- 

Seen from the Madrid per- 
spective, a key consequence of 
the dizzyi ng pace of develop- 
ments in the “Common Euro- 
pean House* has been tiie sys- 
tematic puncturing of the 
higtenrinded ambitions Spain 
once held to bridge the 
Europe-Latfn America divide. 
Ideally, Spain .would have 
wanted to act, much as Stance 
did in tiie C ommunit y’s on- 
gtau; ntl» midwife to a Lome 
COnvBHtion-type arrangement 
for the Hispanic world. 

Unfortunately » European 
partners' never particularly 
wanned to the grand design of . 
Spanish foreign policy role 
within the Community and 
now they look less responsive 
than ever. 

“We have not lost hope (of 
bridging the EC-Latin America 
gap)," a senior Foreign Minis- 
try official said but neither he 
nor Mr Fernandez Ordonez 
needs reminding that the EG 
has firmly fixed its sights on 
Central ami Eastern Europe at 
tiie expense of the developing 
countries in general and of tiie 
Southern Hemisphere in partic- 
ular. 

Mnr-H the wnrift has occurred 

with ambitions that Spain 
entertained Of sponsoring an 


Ed poficy that would focus on 
tite problems of the Maghreb, 
in bilateral talks with France 
and Italy the Madrid Foreign 
Ministry has raged toe adop 
tion of a Med iterra nean poBcy 
on North Africa that would 
among other issues . review the 
immig ration problems faced by 
afl three countries. 

“North Africa has also been 
‘parked’ because of Central 
Europe,” the official conceded. 
*K is not an EC p riority right 
now.’* 

. It is the Hispanic world 
ffawpTwten however that partic- 
ularly upsets the Spanish Gov- 
ernment Community aid to 
Poland and Hungary to the lat- 
ter half of last year, aocoriBhg 
to Madrid, was greater than its 
1969 aid parfc»g« to the whale 
of Larin America. "These are 
tough statistics for us,” said 
the official. 

. Madrid diplomats say that 
the most that can be hoped for 
in the present circumstances is 
that the EC should maintain 
“its present commitments to 
Latin. America." These, at pres- 
ent, amount to Ecu 306m a 


Spain further expects that 
there will be no loss of momen- 
tum in a Madrid initiative 
which annually brings 
together the 12 EC partners 
and eight Latin American 
nations at the UN General 
Assembly to brainstorm about 
the debt problem. 

But Stain is beginning to 
come round to the uncomfort- 
able realisation that it must 
put its money where its mouth 
is and take upon itself a Latin 
American burden that the 
Community does not wish to 
atone. 

In the past three years. Spain 
has drawn wide-ranging soft 
loan, trade and industrial co- 
operation agreements with 
Argentina and Mexico and it is 
now negotiating a third such 
ac cord with Chile. The Govern- 
ment plans to establish gfaffiar 
programmes with Venezuela, 
Brazil and Colombia over the 
next two years. 

Hie idea is that by 1992, the 
markin g the ftfth cente- 


nary of Christopher Colum- 
bus's voyage to the New World 
and of foe Expo *92 Universal 
Exhibition in Seville, Spain 
will be aide to <te ™™|pite to 
the EC its own individual 
bridge-budding effort. 

The immediate problem is 
Chat Spanish development aid 
is not very much to start with. 
Latin America receives 65 per 
cent of Spain’s total aid funds 
and these have gone from rep- 
resenting 044% of GDP to 1980 
to just over 0.1% last year. 

The Government aims to 
raise the funds to 044% of 
GW over the next three to • 
four years, but even this radi- 
cally improved figure contrasts 
with the average 035% of GDP 
that is currently spent on 
development aid by OECD 

mUiotl 
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K*y ** suras on flw right wing: Manuel Fraga (WO wad Jmn Marla Aznar 

Peter Bruce on the country’s political prospects 

Now the Socialists may 
not be safe anywhere 
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SPAIN'S general election last 
October was more thnw just a 
cliff-hanger. It was about 
whether Prime Minister Felipe 
Gonzalez’s Socialist Worker's 
Party, so firmly ensconced 
then in the centre of the Span- 
ish political spectrum, could be 
successfully attacked from 
both the left and the right: 

Mr Gonzales had gone into 
the election fall of confidence. 
He had apparently won a war 
of nerves against the trade 
unions, calling for more social- 
ist economic policies. He had 
just completed a successful 
first term in the presidency of 
the European Community. And 
the Socialists had roundly 
beaten all other comers in elec- 
tions to the European Parlia- 
ment in June. 

Even the recent past, 
though, is a poor guide in 
Spain. The Socialists, defend- 
ing 184 seats In the Cortes (an 
overall majority of nine) just 
scraped home with their major- 
ity - down to one seat - 
intact. In all, the Socialists 
shed more than 800,000 votes. 
The Communist-led Izqulerda 
Unida (TO) made spectacular 
gains on the left, winnmg lO 
seats for a total of 17. - 

Even more remarkable was 
the strong showing -by' the 
right-wing Partido Popular 
(PP), using a young candidate. 
Mr Jose Maria Azoar. as- its 
main challenger to Mr Gonza- 
lez. The PP, which until days 
before the poll had appeared to 
be hopelessly divided on pol- 
icy, increased its vote and won 
another seat to confirm it as 
the second largest party in the 


Cortes with IDS seats. 

At least three seats axe still 
in contention as the « w »h w uni. 
lified the elections in some 
provinces after well-founded 
allegations of voter fraud. That 
means Mr Gonzalez could still 
lose his overall majority. 

The arithmetic does not mat- 
ter much. The Basque Nation- 
alist Party. which runs, the 
Basque Country in coalition 
with the Socialists, would prob- 
ably hejp out in the national 
parliament. 

- The i mp o r tant tMng is the 
certainty now that the Social- 
ists can be hurt Mr Gonzalez 
has already conceded this by 
ste r li ng to concili ate Ms critics 
fh the trade nninw movement 
this year in order to shore up 
his left flank. It was the ID’s 
charges that the Socialists had 


Leadership struggles 
have already begun, 
say Insiders 


drifted to the right, and of 
w id e s pre ad influence peddling 
among party members, that 
cost Mr Gonzalez most of the 
lost 80GJXX) votes. 

But the arrival on the 
national scene of Mr Aznar; the 
son of a tax collector and until 
October Premier of the Castflr 
la-Leon region, has clearly 
opened up new possibilities to 
the Socialists' right as well. 

Mr Amur is still finding his 

feet; and fiwnWnd badly earlier 
thfa nwntii when he tried to 
attack the Government on a 


corruption scandal, but Span- 
iards axe curious about him, 
especially now that .the wide- 
spread conviction that the 
Socialists and only the Social- 
ists can manage a modem 
economy is beginning to wane 
a little. 

Both the PP and the ID did 
particularly well in large 
Spanish dries, picking away at 
•‘yuppie’* and intellectual votes 
respectively. The cities are 
where the W9ln political battle 
will be fought from now until 
the next general election, with 
most opposition groups implic- 
itly conceding that, for the 
moment, the highly organised 
Socialists are vary hard to beat 
in the less developed country- 
sideL 

One dangerous exception to 
that rule, though, was the PP's 
convincing victory in the Gali- 
cian regional election in 
December. Mr Manuel Fraga, 
the former Francolst minister 
and founder of the PP, had 
stepped aside in the general 
election for Mr Aznar, and took 
Gflifpi a from a Socialist-nation- 
alist pnaHHnn with an overall 
majority. 

Mr Fraga was always 
assumed to be the PP’s chief 
problem in national politics 
because of his past links with 
the dictatorship. But while 
being. Galician himself may 

have helped, his victory in that 
poverty-ridden region never- 
theless contains a serious mes- 
sage for the Socialists. They 
may no longer be safe any- 
where. 

This may soon be especially 
true in the Basque Country 



FMpe Goqzaln, the Prime Minister: shewing up his isft flank 


ami Catalonia, Spain’s most 
heavily industrialised regions, 
where, until now, the Socialists 
have been able to take impor- 
tant voting shares in competi- 
tion with mainly moderate 
regionalist or nationalist par- 
ties. hi the Basque Country, 
the Bodahsts actually govern 
in lymHHnn with the Basque 
Nationalist Party (PNV). 

Recently, both the PNV and 
the governing fiatabm group. 
Convergence i Union <CiU), 
have , begun backing calls for 
sd&detemiination, or the right 
.tojlfictfe $og themselves what 
their relationship with the Test 
of Spain should be. That would 
not exclude opting for total 
independence. 

The . manoeuvring is highly 
cynical, as both Basque and 
Catalan -leaders know their 
economies would not survive 
outside Spain or the European 
Community. But regional 


nationalism is popular politics 
and with the moderates now 
jumping on a bandwagon rid- 
den so Car by radicals and ter- 
rorists, the Socialists will have 
to do a lot to ahafcg off their 
image as a centralist party 
with little sympathy for 
Spain’s fringes. 

Mr Gonzalez’s promise to 
retire from national politics at 
the end of this (third) term - 
it is said he is interested in 
replacing WUly Brandt, the for- 
mer West German Chancellor, 
as head of the Socialist Inter- 
national - has also begun to 
eat away at the Socialist Par- 
ty's internal cohesion. 
say ipadApuhlp struggles have 
already begun. 

Of course. Mr Gonzalez could 
change his ™i«d and try to 
stay on. The problem then 
would be whether he knows 
how to lose as weQ as he has 
become used to winning. 


Unions and the Government are reconciled 

Our mutual friends 


WHEN A Socialist Government 
narrowly renews its mandate 
in elections, it recognises soon 
enough who its real friends are 
and it sets about making 
amends to those it has 
slighted. 

- When a trade union move- 
ment’s fraternal squabble with 
a Socialist Government comes 
within a whisker of hounding 
it out of office, it rapidly sues 
for peace because it realises 
where its real interests lie. 

Following the PSOE’s hair’s 
breadth win in the October 29 
polls last year, a gust of real- 
ism is Masting through indus- 
trial relations in Spain. Com- 
promise has replaced 
confrontation. 

Neither the Government nor 
the mtann care to be reminded 
at present of the bitier hostili- 
ties that ted to a 24-hour gen- 
eral strike just over a year ago. 
Right now. they are talking 
and they are agreeing as if 
they had never done anything 

fflgp 

The strike, on December 14 
1S88, was a success in as far as 
it brought the country to a 
standstill but it failed in the 
course of last year to force the 
Government into an economic 
policy U-turn. The polls suc- 
cessfully returned the Govern- 
ment to power last October but 
they did not, by any means, 
give it a mandate to humiliate 
the nwlnng 

The two sides have been 
forced to recognise that they 
need other and both have 
had to back down. The unions 
are negotiating with Economy 
supremo Mr Carlos Solchaga 
whose resignation they were 
itonanrfiTip 12 months ago and 

Mr Solchaga is agreeing to 
what he refused to so much as 
discuss before the polls. 

The unions have abandoned 
their former tactic of present- 
ing the Government with a 
broad all-or-nothing platform 
that mfrgpri p olitical Issues with 
those that belong purely to the 
trail** union sphere. The Gov- 
ernment has for Its part jetti- 
soned its take-it-or-leave-it 
response to such demands. 

Working closely together, 
the Communist-lead Comi- 
stones Obresas (CCOO) and the 
Socialist-inspired Union Gen- 
eral de Trabajadores (UGT) 
have evolved a mid-term strat- 
egy of negotiating grievances 
on a step-by-step basis with the 
Government. 

In the current round at nego- 


tiations the unions have 
chalked up singular victories. 
The Government has agreed to 
a backdated 2 per cent rise in 
and to a 2.45 per cent 
in public sector salaries to 
make up for loss of income last 
year when inflation overran 
the Government's targets. 
More importantly, the Govern- 
ment has agreed to the princi- 
ple of a revision clause in pub- 
lic sector wage rises and to 
inflation-indexed pensions. 

Such successes reflect both 
the manner in which CCOO 
and UGT have managed to con- 
solidate the unity which they 
forged in the run-up to the gen- 
eral strike call and the Govern- 
ment’s own political weakness. 

As far as the UGT is con- 

This is the path to a 
closed shop, warn the 
employers darkly 


cerued, it has established its 
independence from the govern- 
ing Socialis t Party. The days 
when the UGT was merely the 
labour arm of the governing 
PSOE have ended. CCOO, for 
its part, reflecting the demise 
of communism, is shaking 
loose its party tutelage. 

Neither union is willing, at 
least for the present, to work 
towards a more organic unity. 
Both fear that such a develop- 
ment, rather than creating a 
single trade onion movement, 
would prompt splits in their 
organisations. 

The concessions that the 
joint UGT-CCOO action has in 
any case won so far from the 
Government make such 
merger moves unnecessary in 
the short term. 

The most controversial Gov- 
ernment climb-down from the 
point of view of Spain's 
Employers’ Confederation con- 
cerns its agreement to union 
monitoring of labour contracts. 
The employers - warn darkly 
that this development is the 
first step along the path to a 
closed shop and shop-floor 
power invading the boardroom. 

* “We have no intention of 
Tnflnpnring who is hired,” says 
Mr Jose Maria ZufLaur, an 
executive member of the UGT. 
“We simply insist that con- 
tracts should be honoured for 
what they are.” 

The contracts are perhaps 
the cornerstone of organised 


labour’s irritation with Mr 
Felipe Gonzalez ever since he 
took office in 1982. The Govern- 
ment boasts that 341,000 net 
jobs were created last year. But 
the unions gripe that 27.8 per 
cent of the public sector jobs 
and 33 per cent of the private 
sector ones are In reality 
short-term labour contracts. 

Job creation in Spain, the 
unions claim, masks job rota- 
tion. There were some 4m job 
contracts last year. 

For years the stock onion 
complaint has been that the 
Government, for all its Social- 
ist ancestry, has whittled down 
the secure and fixed structure 
of the Spanish job market by 
turning a blind eye to compa- 
nies which hire first employ - 
jnent seekers as trainees on a 
short-term contract and foil to 
provide the statutory job train- 
ing. 

The Mwinn i f claim (and the 
Government now appears to 
agree) that the training pro- 
grammes have become a device 
for hiring cheap, casual labour. 
Under the agreement the 
unions will have the power to 
report employees who do not 
implement bona fide training 
programmes. 

The unions will also be able 
to report companies which 
replace employees hired on 
three-year job contracts, the 
maximum temporary contract 
permitted, with new employees 
hired under the same terms. A 
third extended practice is to 
renew temporary contracts as 
they expire although .the 
employee is entitled, after 
three years in the same com- 
pany, to job security. 

The distinction between the 
temporary and the fixed con- 
tract employee is an important 
one, for the latter is protected 
against dismissal anil is 
entitled to generous compensa- 
tion should a company enter 
receivership. 

Hie decision by the Govern- 
ment to bow to the unions on 
the contracts . issue marks a 
shift in- policy. Mr Solchaga 
and other economic policy- 
makers used to claim that new 
and- flexible hiring and firing 
rules were just what Spanish 
business needed - but that 
was before the Government 
needed its friends, the unions, 
to pro p up the Socialist admin- 
istration. 


Tom Bums 
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THE HIGH FLYERS of the 
Spanish CM1 Service do not 
have their sights on becoming 
permanent secretaries. Long 
before they have reached the 
upper rungs of the promotion 
ladder, they have moved across 
to the private sector. 

“People join toe administra- 
tion,'' said a senior aide to a 
cabinet minister, “because 
they want to discover aO the 
loopholes before they set up 
their own businesses." ft was a 
particularly jaundiced judge- 
ment on one aspect of the CSvfl 
Service, but tt was not too for 
off the mark. 

Another scenario concerns 
the low-ranking fundoparios, 
some of whom the public actu- 
ally meets because they 
Include the permit-dispensing 
civil servants who are con- 
stantly besieged by queues as 
they sit by their windows in 
government offices. 

Ma riano Jos de Larra, a 19th 
century journalist, wrote a cel- 
ebrated article titled Vueiva 
tisted manana (Come back 
tomorrow) that charted the 
eternal proc r as t in ation of the 
paper-pushing funcionario. 
Obtaining the relevant bureau- 
cratic seal of approval today, 
whether it be to register a 
birth or a business, has not 
changed that much since 
Lana’s times. 


The problem with bureau- 
cracy in Spain is that it has all 
the overmanning, centralised 
and* regimented faults of the 
French system compounded 
with the inefficiency, inertia 
end budgetary limitations that 
characterised the Franco 
period. 

At the top of the market, 
clever graduates will sit higfa- 
ly-competitive examinations to 
join one of the prestigious 
Guerpos del Estado (State 
Corps), modelled on the Napo- 
leonic system, and will be mak- 
ing themselves known to the 
head-hunting community 
almost as soon as they have 
have started working in the 
Civil Service. 

Members of the highflying 
cuerpos that deal with trade 
and with ftewmoa. the Teaticos 
Camerdal del Estado and the 
In&ectores de Hacienda corps, 
are t hi c k on the ground in toe 
private sector, in banks, in 
broking firms and in consul- 
tancies. 

One of the best-known mem- 
bers of the highly regarded 
state lawyer corps, the Abaga- 
dos del Estado , is Mr Mario 
Conde, chairman of the Banco 
Espaol de CrecUto (Banesto). 

Politics is another goal for 
the high flyers. The leader of 
conservative Partado Popular, 
Mr Jos Mara Aznar, is an 


Tom Burns casts an eye over the country’s bureaucrats 

System needs overhaul 


de Haciendau, his 
Mr Antonio Her- 
nandez Mancha, is a state law- 
yer (he was. as it happened, 
coached by Mr Conde when he 
prepared his examinations to 
enter the corps), and the grand 

Instead of a six-month 
wait for a pension, 
the paperwork Is 
done in a week 

old man of the Spanish right, 
Mr Manfipi Fraga Iribame, cur- 
rently head of the Galician 
regional government, is both a 

Ji flnwwt and a memb er of the 

Cuerpo de Letmdos de Estado, 
an exclusive corps drafts 
legislation. 

The amount of civil servant 
talent that lies outside the 
bureaucracy highlights an 
obvious problem facing the 
aiimiTiigtr p ti^ 1 "- Political ambi- 
tions the drain from the 
public to the private sector is 


caused by the low pay struc- 
ture and recently toe Govern- 
ment has begun to address the 
issue. 

Of all the Civil Service 
departments, the Economy and 
Finance, Ministry is the worst- 
hit by defections and it has 
evolved productivity-linked 
schemes which in the case of 
tax inspectors can earn them 
above Pta llm a year. Salaries 
axe higher in the private sector 
but the scheme can allow key 

nffuHatc to more tfom dnnhTa 

the baric salary of a director 
pwwr a ^ at the top e nd of the 
Civil Service and in fact, to 
earn more *ban the Prime Min- 
ister, whose annual emolument 
is just over Pta 9m. 

At the bottom, "Come back 
tomorrow," end of the bureau- 
cratic market the problem is of 
a d iff ere n t coder. Mr Joaqun 
Almunia. Minister for Public 
Administration, fold a parlia- 
mentary committee last month 
that a "massive use" of tech- 
nology and of new manage- 
ment mp+hnriw was required to 


overhaul the Civil Service. 

The fact that Mr Almunia 
was addressing MFs at all an 
the issueas Public Administra- 
tion Minister is a comment on. 
the Government's decision to. 
come to gripe- with the Civil 
Service. 'Die Public Adminis- 
tration portfolio was created in 
1986, following Mr Felipe Gon- 
zalez's second electoral victory, 
and Mr Almunia, . a former 
Labour Minister, : was 
appointed "" bureaucracy 
supremo with the specific hrirf 
of introducing wide-ranging 
reform to the 220,000 odd. 
employees of government 
departments. 

Mr Almunia believes that a 
thorough overhaul requires a 
10-year time scale, but already 
he claims some progress. There 
used to be a six-month gap 
between a widow registering 
the death of husband and 
obtaining a pension. Now tiie 
relevant paperwork is. com- 
pleted inside a week. “We’ve 
managed to rhang p t he whole 
philosophy,” said one of the 


minister's advisers. "We now 
pay ant first and then investi- 
gate whether facts -are . 
true.".' 

It irks the minister ; that 
security for an government 
offices should be provided by 
members, of para-military 
Guardia CSvflwho are trained 
and equipped, at the cost of Pta 
4m a guardsman a year, for: 
national policing. He hopes 
that they will soon be replaced 
in the lobbies of ministerial 
buildings by employees of pri- 
vate security firms. 

The Pub lic Administration 
i te ja T hwnit has in the mean- 
time managed -to 1 establish &' 
horizontal control over the- dif- 


ferent ministries and is gain-, 
mg, for the first time, a clear 
and comprehensive picture of 
the bureaucracy. An initial pol- 
icy - document prepared by the 
d ep artm en t chillingly reported 
that the -administration 
“lacked the necessary means" 
to identify exactly What Civil 
Service personnel was required 
and how to recruit it 
Mr Ahnunia is adamant that 
toe Cm2 Sendee does not need 
any more , paper-pushers On 
fact it could do with many less) ■ 
and that it requires a lot more 
Junddnarios providing specific 
services to the public, in order 
of priority, the Public Admims- 
tration Ministry fa currently 
niiisiijvuiiiL i ii i nil mi nl In the 
prison service, to the health' 
department, to. the public; 
schooling system and to the 
Finance Ministry. 

- A final problem concerns the 
bureaucratic duplication that 
him taken plaice in Spainsince 
the death cf General Franco as 


a consequence of administra- 
tive decentralisation. 

Txt theory, under the quasi- 
federal framework of demo- 
cratic Spain, tite 
Civil Service should hav e been 
reduced as power was -trans- 
ferred to the xeglOT&.In prac- 
tice, Parkinson s Law has 
proved its relevance for Gov- 
ernment departments in Mad-, 
rid, often darning that they 
needed to improve co-ordina- 
SmbSween&i^M«.tere 
tended to expand rather than 
to contract. 

Mr Almtmla’s department fo 
less sure about how to proceed 
in this leaped. Old centralist 
t yiMtg die hard and at tim es 
when hffifemces of corruption 
in the provinces are regukriy 
reported ami when the sen-de- 
termination debate has raised 
its hflw d. in both the Basque 
. Country . and in Ca talon ia, 
there are good arguments for 
iragpjTig such habfts alive. 


PUBLIC ADMINISTRATION: THE JUDICIARY 

Tortoise quickens its pace 


MOST SOCIETIES view their 
judicial system as cumber- 
some. Spaniards believe theirs 
to be worse than anywhere 
else. At the Ombudsman’s 
office, complaints about the 
slow-moving judiciary rank 
second only to those about 
queues in the health service. 

Justice Ministry officials, 
however, stress that at least as 
much has been done to over- 
haul the J udicial system as in 
any branch cf the Civil Ser- 
vice. They claim that the 
administration of the law in 
Spain is now similar to wind it 
fa in France mid in Haiy. 

The overhaul started virtu- 
ally from scratch. Until 
recently, the geographical dis- 
tribution of courtrooms in 
Spain and the number of 
judges presiding over them had 
remained almost unchanged 
since the turn of the century 
when Spain’s population was 
less than half what it is now. 

The whole system was creak- 
ing to a standstill, not least 
because during the 40-year- 


long rule of General Franco, 
says Mr Liborio Hierro San- 
chez, the Justice Ministry's 
Under-Secretary, justice was 
abandoned." 

The key issue had become 
one of speed in the administra- 
tion of justice, for the actual 
deliverance of law remains 
uncontroversiaL "The com- 
plaints have more than any- 
thing else to do with the time 
factor,” says Mr Hierro San- 
chez. “hi contrast, there is a 
general satisfaction over the 
actual process of the law once 
a case comes to court." 

Mr Hierro Sanchez argues 
that thanks to the energy dis- 
played by his department in 
recent years the tame taken to 
ailmlnlalw justice hi Spain ban 
been more than halved. Crimi- 
nal cases which took an aver- 
age of four years to reach court 
midway through the last 
decade now take two years and 
a Supreme Court ruling which 
might bav p meant a Watt of Up 
to five years in 1982 is now 
obtained in two years. 
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However, he concedes that 
although real time in obtaining 
a sentence may have been 
drastically reduced, the gen- 
eral perception of a tortoise- 
like legal system remains 
unchanged. This is because 
public expectations have risen 
and what may appear fast jus- 
tice compared with a decade 
ago remains slow by the stan- 
dards cf today. 

What the Justice Ministry 
has done to bring about the 
change is quite simply to 
increase faHTitiPK In the past 
seven years, some 1,000 new 
courtrooms have been opened 
anil the number cf judges in 
Spain - following the Napo- 
leonic model judges form a 
corps as do prosecutors and 
state l awye rs - has, in theory, 
risen from 13)0 to 23XL 

In practice, the current num- 
ber of judges^ is doser to 
for some 300 judgeships are 
vacant This anomaly appears 
as a constant in many cf the 
senior corps of the Spanish 
bureaucracy but it is arguably 
snore grievous in the judicial 
sector because of . the pressing 
need to improve this public 
service. 

- The 30fr currgnt 'vacancies ; 
are^improvmnent^the S9tt 
that .existed' when the corps of 
judges stood at L800. There are 


less vacancies now in real and 
in pro p ortional terms because 
of legislation in 1985 that 
enabled the Government to 
break down the inbuilt corpor- 
ativism of the diffarlng corps cf 
bureaucrats by having a deci- 
sive say over who, and how 
many, they choose to elect into 
their fold. 

Becoming a judge, like 
entrance to any of the corps in 
tiie bureaucracy, is by a sys- 
tem of competitive «a»ns and 
it is alleged that the judges 
forming the gramfahig board 
deliberately limited the num- 
ber of new a rf n m fci to their 
ranks. 

This practice used to be com- 
mon in the Civil Service. At its 
best, it served to preserve the 
prestige of corps, and , at 
its worst, it ensured that by 
virtue of the unfilled quota, 
bureaucrats could enter the 
private sector and then return 
to the Civil Service, - should 
they choose to, because there 
would always be a job waiting 
for than. 

Th eguMeBncs infa ivinfwi m . 
1965 struck at the root of this 
self-perpetuating, closed shop 
r mechanism by altering the . 
composition of the examining ; 

tribunals.. The^. majority . on 
these tribunals is now made up 
of direct represe nta tives of the 


ministry that oversees the 
corps in question. These nomi- 
nees an the board have the spe- 
cific brief of swelling tiie ranks 
of the corps as required. 

In the run-up to the new leg- 
islation, only some 20 new 
judges were admitted every 
year. The annual intake 1 over 
the past three years has teen 
doser to 250. 

Compensation has mean- 
while come to the judges fay 
way of wage increases of some 
30 per cent; their salary struc- 
ture, while lower than in 
Britain and in West Germany, 
is now on a par with that of 
their peers in France and Italy, 

Future progress on cutting 
down the time lag In which 
justice is administered in Spain 
will be the result in part of 
maintaining this momentum. 
By 1992 the Justice Minisfxy 
hopes to have a corps of 4,000 
judges presiding over a net- 
work of 33)0 courtrooms: 

A further accelerating factor 
win come with a change cur- 
rently under way in tiie' judi- 
cial -process- that will allow 
minor offences to be dealt 
within a matter of days by 
what, wm be ■ a. rough equiva- 
lent of Britain’s magistrates’ 
bench.':' j- 

Tom Bums 
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INDUSTRY AND THE PUBLIC SECTOR 


‘Greater framework’ for INI 


Maia« 


BUREAUCRATIC JUNGLES, 
or heavens, did not con» better 
than the Instituto National de 
In du stria (INI), Spain's 
sprawling public sector 
conglomerate. 

With a finger In jnst about 
everything every pie, Own 
interior' design to specialised 
steel, INI offered a Job for 
every boy that ever was and it 
enjoyed an outsize cushion by 
way of the state budget to 
protect it against a . real world 
of profits and losses. 

That used to be the picture. 
It la a different one now. 
Bureaucrats and fellow- 
travellers are beating a r etreat 
out of ML The conglomerate 
MI is not sprawling, but it is 
not exactly expanding, either. 
And there axe profits. 

A year ago, unnoticed by 
many, INI changed its statutes 
to gain greater autonomy than 
ever in the day-to-day r mm ^ g 
of its affairs from its big 
brother, the Ministry of 
Industry. R was the start of a 
profound revolution. 

It is not a catch-all 
umbrella for 
“strategic* companies 

The immediate outcome was 
that the civil servant, 
Jimcionario, staff at INTs 
Madrid headquarters, from the 
door porters and the tea ladies 
upwards, had the option of 
early retirement, of accepting a 
new status as a contracted 
employee or of continuing on 
the bureaucratic pay roll in the 
Industry Ministry itself. 

Few funciontuios elected to 
stay on at INI under the new 
terms. The upshot waa that the 
nerve centre of the public 
sector in Spain has no public 
servants as such on its books. 
Virtually all the INI 
headquarters staff are on 
everyday professional business 
contracts and their numbers 
have been whittled down fay a 
third, from 600 to 400. 

Mr Jordi Mercader, INFs 
chairman, is a man.. who 
measures his words caxeflxfiy 


rgrz"*: 


•_:vOT?. ; 







and be knows how to be 
deliberately vague when this is 
diplomatically necessary. He 
says that being able to hire the 
staff he wants as if he were 
running a private company has 
made a difference. There is a 
different tone now," be says, of 
the conglomerate. 

Mr Mercader does not like 
the term sprawling any more 
than he likes the concept of 
expansion. Sprawling is 
incorrect when applied to the 
present-day INI and expansion 
is not the chairman's aim: “the 
issue is one of growth and that 
is not the same as expansion, 1 * 

Mr Mercader talks of growth 
and of the challenge of 
“growing properly" in the 
context of Ml being a “a great 
industrial project.” 

.. “Great,” he says, has 
nothing to do with being “big* 
although 2NZ is certainly *h?g, 
for it is by far the largest 
industrial group in Spain. 
Great means growing and 
developing as a wen-managed 
and competitive corparatkm. 

The language is that of the 
private sector, which is where 
Mr Mercader learnt about 
business. MI is certainly not a 
catch-all umbrella lor 
companies that the state deans 
to be strategic and much less is 
ft one for white elephants that 
have to be bottle-fed for 
political reasons. 

Jt is arguably because of his 


Jordi M e rca de r , MPa chairman (tad) and Ida prat 
Lids Garina Crol»a*ar (esntrs) and Claudio Araaaadf 


corporate experience outside 
the public sector that Mr 
Mercader put profits in a 
w n i fa wt to that of his 
predecessors at the head of ML 
Profits in themselves are not 
annng h. 

In 1988 MI went into the 
black at last with pre-tax 
profits of Pta flflfihn due to the 
rationalising and streamlining 
efforts of Mr GiaiyMn Araiwmiti 

the current hutostiy Minister, 
and of Mr Luis Carlos 
Croiaster, who fat now running 
the Stock w»rf>»wg» Securities 
Commission after a previous 
stint in the Industry portfolio. 
The forecast is that in 1989 
INFs profits will have doubted. 

While such results might be 
foe end-target of most public 
corporation chairmen, Mr 
Mercader sees merely as 
one particular, though 
necessary, add test “Now is 
when we have to start 
thinking, without complexes, 
about a greater framework, "he 
says. 

A clear hint of what Mr 
Mercader is thinking about 
came with the sale last 
December of Enasa, MTs 
wholly -owned truck manuf- 
acturer, to West Germany's 
MAN and Mercedes-Benz. 

Volvo warded Enasa and so 
did Daf and Fiat, but Mr 
Mercader persuaded . the 
Government to sell 60 per cent 
at the company to MAN and a j 
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further 20 per cent to 
Mercedes-Benz b ec a us e , as part 
of the deal, XNZ would acquire 
an 8 per cent stake in MAN 
and a seat cm Its board. Never 
before the S panish public 

Sector holding hB^rl in a 

foreign company. 

The real prize of the Enasa 
sale was the agreement over 
MTs future co-operation with 
the West German group. Now 
that he has established a 
beachhead in Europe and an 
aIHiiwm with an industrial 
riant Mr Mercader feete more 
confident than ever about MTs 

pnfcdWHriwt 

The "greater framework” 
could well Involve timflur sale 
and equity swap deals between 
INI companies and other 
mnWnftttfflwlii. Mr Mercader 
talks of "going international 
with a competitive strategy" 
and of “sharing projects with 
the private sector on an equal 
basis.” 

Zt is not a framework that 
has anything to do with 
bureaucracy. 

Tom Bums 


WHEN AN unruly colonel was sent to jail 
last year, under direct orders from foe 
Defence Minister, for advocating an end to 
conscription and its replacement with a 
professional army, many people thought 
the punishment excessive. After s2J. public 
opposition to conscription in Spain is 
widespread and hardly new. 

True, Colonel Amadeo Martinez fogies, 
who is still in jail and unrepentant, also 
suggested the array was so poorly trained 
that it could hardly be considered opera- 
tional. Nevertheless, the Government’s 
reaction demonstrated the unease that 
exists in Spain about military affairs. That 
une as e is rooted in the military's past his- 
tory, and it spfiis over Into any discussion 
about foe role of the armed forces. 

After decades of dictatorship and isola- 
tion, the transition period that followed 
Franco's death in 1975 proved especially 
difficult tor the military. The Spanish 
armed forces found themselves ill- 
equipped for the new open and democratic 
environment The military’s frustration at 
its loss of status in Spanish society 
exploded into a tragi-comic coup attempt 
in 198L The coup foiled and the military's 
isolation became more acute, forcing foe 
military hierarchy the politicians to 
take another hard look at the problem. 

The turning point came when the cen- 
tre-right government of Leopoldo Calvo 
Sotelo took Spain into Nato in 1982, 
despite widespread popular opposition. 
Nato was perceived as dominated by the 
US, and there was still resentment over 
the military pact the US had made with 
General Franco in 1953. The pact allowed 
foe US to establish bases in Spain, and 
subsequent secret agreements gave the US 
extensive rfgbte in the country in the 
of war or of an emergency. In r et ur n, foe 
US provided Spain with economic and mil- 
itary assistance. In the view of many Span- 
iards, the pact »nd the relationship 
between Washington and Madrid rim i fol- 
lowed con fer red an unacceptable degree of 
legitimacy on the Franco regime. 

When the Socialists who bad opposed 
Nato membership came to power later in 
1962, they tmmprfiatpty froze Spain's entry. 
Mr Felipe Gonzalez, the Socialist Prime 
Minister, subsequently rfmng wH his wmH, 
but kept to an electoral pledge to put the 
issue to a referendum which took place in 
1986. The Socialist Government cam- 
paigned vigorously in favour of remaining 
within the thoug h outside its mili- 

tary command and with a smaller US mili- 
tary presence, and won the vote. 

Spain's entry gave a new purpose to the 
armed forces, especially to foe navy and 
air force which have been able to work 
dosely with other Nato forces. But Spain's- 
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from 
the past 

rote within thft ^Mwaina 

- a consequence of staying out of the 

m ilitar y w>nimi>n<i fhrmg h , lmiikft France, 
it tits on Nato’s Defence Planning Com- 
mittee and its Nuclear Planning Group. 

Spanish officials first suggested a rote 
for Spain along an axis going from foe 
Balearic* to foe Canaries across foe Strait 
of Gibraltar. This has remained on the 
drawing board, not least because control 
of the sea lanes across foe Strait is already 
the responsibility of two Nato commands: 
Iberlant, under Portuguese control for 
operations in the Eastern Atlantic, and 
Gibraltar's Gfinned which Spain refuses to 
recognise because of its dispute with 
B ritain over the territory. 

Negotiations over six coordinating 
agreements outlining Spain’s responsibili- 
ties have also dragged on. These agree- 
marts cover: 

Nato has opened up new 
perspectives for the army 


□ defence of Spanish territory; 

□ air defence «wl air space control 

□ the establishment of a new Nato naval 
force under Spanish command for the 
Strait of Gibraltar; 

□ sea and air operations in the Eastern 
Atlantic; 

□ the use of Spanish territory as a transit, 
support and logistic area. 

Western diplomats in Madrid say agree- 
ment on some of these proposals may be 
reached by 1991. But the delays have 
caused irritation «»wnng tty Spanish mili- 
tary Who Mame the Government's vacilla- 
tion on full integration. "Going into Nato 
was a political decision, but military inte- 
gration is not a political question but a 
technical one:” says Mr Javier Ruperoz, 
defence spokesman tor foe opposition Par- 
tido Popular. “If Spain had been fully inte- 
grated in the military command, the 
approach to a solution over Gibraltar 
would have been easier" be adds. 

The use of Spain for a support role in 
the distant Central European theatre may 


be less crucial with the end uf the cold 
war. With an eye cast on Eastern Europe, 
Spanish analysts are wondering whether 
foe changing international political situa- 
tion will not, at last, give Spun the oppor- 
tunity to play a more important role. The 
idea is that foe perceived threat may no 
longer be on an East-West axis, but on a 
North-South one, with defence of Europe’s 
underbelly a more important priority. 
“Nationalism and funflaraentaligni pose a 
growing threat This Is the case zn the 
South, and it would tend to reinforce 
Spain's role in Nato.” Mr Ruperez says, 
although there is a degree of self-interest 
in Spanish concerns in view of Spain’s 
presence in the two North African 
enclaves of Ceuta and Mellila. 

If Nato has opened up new perspectives 
for the Spanish military, the sense of 
unease about its future has not altogether 
disappeared, especially within the army 
which has remained more resistant to 
change. The armed forces remain 
top-heavy with too many generals and too 
few properly trained servicemen. The Gov- 
ernment began an ambit ious restruct- 
uring programme aimed at modernising 
and streamlining the forces. Mr Narcis 
Serra, the tough Catalan Defence Minister, 
has been pushing through reductions and 
has introduced promotion on merit, 
despite an outcry among sections of foe 
military. Western analysts believe both 
moves were long overdue and will 
strengthen Spain’s forces. 

The Government has also decided to cut 
conscription from 12 to nine months over 
the next five years, unintentionally fuel- 
ling the debate about a professional army. 
Officers argue that it will be even mine 
rfifFfffiiTt to give recruits adequate training 
in so short a time. The Government 
opposes a professional army on the 
grounds of costs, but the issue also raises 
fears about foe potential political power of 
a more cohesive and bettemn army. 

The forces’ state of readiness has 
improved in recent years, with the navy 
regarded as the most modem and foe 
army riving cause for most concern. Co- 
operation with other Nato forces has 
tended to reinforce a desire for greater 
professionalism, though this did not pre- 
vent a work-tortile by air force pilots last 
autumn. One of foe forces' problems is 
that highly-skilled te chnicians can usually 
get better-paid civilian jobs. But for all the 
shortcomings, there have been consider- 
able improvements. “The military are 
moving away from being concerned with 
stopping revolutions, and that is a positive 
development,” says one analyst 

Patrick Blum 
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The multiple products 
of Fagor 

In 1956, Fagor was a paraffin 
heater factory. 

Tbday, with its 13 companies, 
it is one of the most important 
industrial groups in Spain. 

Its production ranges from 
domestic appliances, microchips 
and safety parts for cars to 
equipment and engineering for 
the automation of production 


processes, numerical controls 
and robots. 

34 years in figures 

During this time, Fagor has 
created its own technology and 
has applied it to 34 different 
activities. 

It has achieved annual sales of 
nearly 1.000 million dollars, 25% 
of which are exports. 

A workforce of 8.0QQ people 
closely involved in running the 


company has made possible that 
Fagor can count on a really 
important perspective. 

A technologically fantastic future. 


FAGOR 




Technologically fantastic. 
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Marketing, not industry, lets the country down, says Peter Bruce 

Bimbo needs a new image 


WELCOME TO the home of Bimbo bread 
and Bonka coffee. The Spanish also 
market a gin with a name that is so 
p***nH«r that it is unprintable In this 
newspaper. 

The bread and the coffee are fine, hot if 
brand names contribute to the image- 
foreigners have of Spain and its products, 
ffiwihn and Banka, in the BE at least, 
would he bad news. 

But Spain began its industrial 
conversion 10 years ago with little 
marketing tradition. Supermarket man- 
agers still remember shoppers queuing for 
items. Industry was protected and what 
the-Spaxdsh (fid sell abroad was-aftea done 
through foreign manufacturers buying 
local products and branding them as their 
own. 

Since 1986, when Spain joined the 
European Community, Spanish industrial 
companies have made good profits 
(excepting, of course, in blighted sectors 
sOch as steel and heavy engineering). As a 
four-year-long consumer boom now begins 
to p ea k, much of industry has been able to 
dear its debt and modernise its production 
Tinea. Mar ketin g is the new challenge. 

The reason is obvious. Last year the 
deficit in the current account of Spain’s 
balance of payments more than quad- 
rupled to a record £L1.6bn. 

Tourist income, which was once the 
saviour of the country's balance sheet, can 
no longer cover Spain's rapidly growing 
import bill nor the average Spaniard’s 
apparently insatiable desire to spend his 
or her income. Spaniards are still not 
long-term savers, " 

inflows of foreign investment capital, 
which had pushed the country's reserves 
up to $46bn by last autumn, have slowed 
as foreign Investors have become more 
selective about what they buy. Spain has 
mthe choice now bnt-to begin exporting its 
way out of trouble. 

It will be a tough assignment. The 
peseta is being kept artificially strong by 
high interest rates designed to dampen 
consumer spending. Imports grew by 20 
per cent last year while exports, in value 
toms, managed a rise of only 12 per cent 

One of the nurin dangers for Spain lies 
in the fact that, according to the' 
Government, some 45 per cent of the 
current account deficit last year was 
accounted for by inflows of capital goods 
destined ta feed a huge public works 
programme and continuing modernisation 
of production processes in factories. Spain 
cannot now stop these imparts without 
endangering its capacity to fend fix' itself. 

This level of demand for capital goods, 
say some economists, could continue for 
the next five to seven years and Spanish 
manufacturers are having a hard time 
keeping up with their own market 

"They are importing e veryth ing,” says 
Mir Enrique Kaibel, president of Sercobe, 
the national capital equipment producers 
group. “Sometimes they impart for price 
and sometimes just for the name.” Imports 
now have about 60 per rent of the capital 
goods market and that share is growing. 

What, then, can Spain sell abroad? Its 
myriad and often high quality consumer 
products are practically unknown beyond 


its borders. The capital goods it manages 
to export are not that sophisticated and 
may soon run into competition from 
Eastern European machine tools or 
construction equipment 

But most Spanish observers, like Mr 
Kaibel, seem to think the problem has 
been reduced to image only. Mr Ernesto 
Tejedor, vice-president of the state's 
export promotions operation, Icex, agrees. 

“We have difficulty with Spain’s image 
as an industrial counter , w he says. “People 
(foreigners) still think. we export only 
agricultural produce.” In fact, Mr Tejedor 
claims, about half of Spain’s exports axe ■ 
“industrial,” or would have been processed 
in some way, with fpod products 
accounting for just a quarter. 

Ices is a major effort to promote 

Spanish brands abroad and its budget for 
exhibitions and training Spanish 
businessmen in how to sell has more than 
tripled to Pta 20bn in four years. 

But the products are -hard to spot. The 
million or so cars exported from Spain 
every year are all made by foreign 
multinationals and do little to promote the 
country’s reputation for quality. .Food 
poisoning scandals in the past have 
damaged prospects for some products and 
Spanish wines, particularly Blcjas, remain 
imbedded in the minds of foreign. 
consumers as rfman aT, e nasty. 

The truth is that most Rlqjas are 
nothing of the sort. Same stand up to the 
best of their French competitors, but the 
French have done a superb marketing job 
with wine abroad while the Spanish have 
done practically nothing. With foods mod 
drink, says Mr Tejedor, almost all the 
added value is merely a question of image. 

Things may- now be changing: “Our 
business culture nttornfl completely ,” 
says Mr Tejedor. Some 40 per cent of the 
capital equipment how being used in 
Spanish industry is less than four years 
old, and the Government believes that by 
1994 60 per cent of production faeflities 
will be less than six years bid. 

Where they can afford to, Spanish 
exporters are beginning to establish their 
own distribution networks in client 
countries to escape often weak services 
offered by local agencies. Companies such 
.as Freixenet, which produces cam, 
Spanish “Champagne”, nave been very 
successful abroad. Freixenet, rfai™ Ices, 
has helped push cava sales in the US well 
beyond French Champagne. 

While Spaniards are convinced that 
their export image problem abroad is 
simply a matter of education and not 
related to real quality problems, consumer 
resistance to the “Made in Spain” label is 
obviously still high. A great deal of 
Spanish olive oil is sold in bulk to Italy 
where it is battled and exported as Italian 
produce. 

Spain produces about 20 per cent of the 
world’s Tiinr-k truffles but ha* to 
them as French to get them info, good 

fimmlgn roat m iTanta PnmpntPr imwiPri«iHy 

controlled wmB|iim» tools made- In the 
Basque Country are still being sold to 
West German producers, who label and 
sell them as German. Fagor, the Basque 


white goods giant, was until recently 
making dishwashers for Hoover in the UK. 

Selling goods to other competitors may 
well imply a lack of confidence on the part 
of the real manufacturer. Spanish 
businessmen admit they still do not travel 
enough, still have language problems 
when they do and still ' have great 
difficulty in absorbing the sheer 
mmpUwky of some European Community 
markets, where 70 per cent of Spain’s 
exports go. 

The «wning gmg rqi lonal rTisngp. qTirmlri 

solve that. Young Spaniards are thirsty for 
language TntHnn and many spend a year 
or more studying abroad - something 
their nwfflfftjate seniors often never had a 
chance to da “It is almost impossible to 
find a job today without knowing 
English,” says Mr Tejedor. Use of French, 
the second language of the Franco era, is 

There is a long way to go, though, 
before industrial exports (industrial or 
agricultural) become the sort of thing 
Spaniards could turn to if they were ever 
in need. The Government does not help 
much. The Prime Minister, unlike his 
British or West German counterparts, 
travels in small groups without long ranks 
of businessmen in tow. 

“The Government is still dedicating 
more time to traditional products like 
foodstuffs than to industry,” says Mr 
Kaibel at Sercobe. 

And smart young Spaniards head first 
for the flrmnrfai sector before trying to 
look for work in industry. The banks, any 
way, own much of Spanish industry and 
industrialists are not prominent. The 
media does little to portray industry as 
anything more than the Thing that haulm 
sell bits of when it suits them. 


FERTILISERS 



SPAIN’S accession to the 
European Community in 1966 
was electric shock therapy for 
its depressed, overweight, fer- 
tiliser industry. 

Like its European counter- 
parts, the energy-hungry 

industry had a long history of 

small-scale localised manufac- 
ture; but while other European 
producers began to pot their 
bouses in order after the oil 
crises, and by the mid-1980s 
were on the way to economies 

Factories churned out 
nutrients, oblivious to 
the laws of supply, - 
demand or geography 

of scale, cutting the number of 
companies from 40 to eight - 
the Spanish carried on, regard- 


Spanish fertilisers until .1986 
enjoyed heavy protection: 
Imports hampered by tariff 
barriers and bureaucratic 
snarls, were less than 1 per 
cent of the market. Thirty-two 
factories churned out nutrients 
for a slow agricultural market, 
oblivious to the laws of supply, 
demand car geography. 

Southern plants moved 
goods that travel badly at high 
cost, to northern outlets. 
Northern factories sold, to the 
south. 

The industry lost money. 


EBT (Union Explosives Rio 
Tinto), Spain’s biggest chemi- 
cals and agro-chemicals pro- 
ducer*. was .deep in the red. 
Finally in 1984 the authorities 
imposed a rationalisation plan 
on the industry, aiming to 
prune bloated over-capacity 
and modernise outdated 
muni management and 
button. - 

But 1988 caught the industry 
mostly unrationallaed. Fertil- 
iser imports skyrocketed to 21 
per cent of the marke t in 1987 
and now, 26 per cent. Chronic 
overcapacity became hot a 
problem bat a potentially fatal 
disease. ' - . 

Now, however, the ind ustry 
Tm^ cHrmnpd dramatically. EBT . 
and its closest rival Cros are 
no longer separate groups: 
they merged into Ercros, a 
holding company indirectly 
controlled by the Kuwait 
Investment Office through its 
majority share in the parent 
group, Torres, which bought 
into both groups in 1987 and 
pushed them together in 
1968-89. 

In tess the fertiliser unite of 
ERT and CTOs - now Ercros - 
were hived off into a new sub- 
sidiary, FertiHzantes deEspana 
(Fesa), which now represents 
85 pear emit of Spanish produc- 
tion and 65 per cent of the mar- 
ket, according to' Mr Javier 
Vega de Seoane, the 42-year-ald 
chairman of Ercros. 

Mr Vega de Seoane, a former 



Cordoba’s gr and mosque has helped to make the Andafcacfa town a popular tourist aftradtoo 
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senior executive with the state 
holding company, Institute 
National de indmitria (INI): is? 
out. to revamp the production - 
structure, finances and' prices, 
mgnagMWAnt and 'I&azkEftiZlg Cf 
an ol d, labour-intensive 'fertil- 
iser Industry. It must, in Us 
words, “Europeanise .itself, 
form affiances with European 
manufacturers and play, its 
part In reordering the Euro! 
pean market** - 

Allia nces would mean, says 
Mr Vega de Seoane, working 
out- with European manufac- 
turers sales areas that follow a 
geographical or product logic 
- taking a nutrient produced 
most costOffectively, with low 
transport costs to nearby mar- 
kets where other manufactur- 
ers may now operate. 

MeanwhUe, Fesa is 
ing a “scrap and revamp” 
sign, under a five-year Pta 
40bn investment plan that, 
says Mr Vega - de' Seoane, 
“sheds what was obsolete arid 
makes good units better, con- 
centrating plants nwi improv- 
ing the use of capacity.” 

Eight' plants have gone. Fine 
tuning lias begun. A key late- 
1969 move by Ercros was to 
acquire control (80 pm: cent 
with the option of 100 per cent) 
at Enftersa, INTs nitrogenous- 
nutrient company that ran 
modem, efficient plants like 
Sa ginito on the M od Hug-ram wan 
coast INI did not feel Enfersa . 
stood much chance of coping 
on its own in the EG and let it 
go- to Eicros. ’ 

Ercros has now worked its. 
way up to sixth place among 
European fertiliser manufac- 
turers but Mr Vega de Seoane 
has no plans to buy out the 
three or four small, imagining 
Spanish manufacturers. His 


object he says, is not. to comer 
markets -hut to organise key 
products more logically, refur- 
bish productian-priented man- 
agement to make ft market-ort 
exited, to take advantage of 
abundant competitively-priced 
raw m a te rials - above all sul- 
Sur^aSi sulphuric acid 
(Europe’s cheapest), phospho- 
rous rock, imported at- low cost 
from Morocco, and potassium- 
based products, to i ncrea se 
produ ctivity arid start turning 

Raw raaterlal prices 
are competitive — ; 

. sulphuric acftl is 
Europe’* cheapest 

a profit • 

It' has been a rough ride for 
Fesa-to 1990 amid fierce compe- 
tition; from price-cutting Euro- 
pean manufacturers keen to 
' into - the. • S panish, market 
ed EBT debts and 1988 
of Pta 1 8bn -• but it 
broke even in 1969 and in 1990 
hopes for a Pta 35bn profit. 
This: year the group will pro- 
dnee about 6m tonnes affertil- 
iser, with sales of Pta liObn (30 

per cent more .than 1990). 

. Once, there were 32 Spanish 
fertiliser plants. Then, there 
-were 20. Soon, there will be'll. 
But this ntor . scene,, says Mr 
Vega de Seoane, offers better 
service to the customer; cm a 
more logical bams, with 'more 
rational logistics — the north 
produces for the north and the 
south for. the south, cutting 
transport costs to.a minimum. 
Protectionism has ended; pro- 
fessmnahsm has begun. . 


Diana Smith 
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Patrick Blum analyses Telefonica's modernisation spree 


EDUCATIONAL REFORM 


Call for 500,000 lines 


On paper, it’s all change 


ms 

halt, taxi 


, traffic comes to a 

rivers lose their 

temper, and walking through 
some of Madrid's streets 
oeeomes an obstacle course on 
and ofi the pavement and 
sronnd barriers, all the time 
keeping a sharp look oat to 
make sure of sot slipping Into 
a d itch. Who or what is 
re sp onsible for all misery? 

The answer, leaving the rain 
aside, is Telefonica, Spain’s 
telephone monopoly, and the 
company Spaniards most love 
to hate. The company him emb- 
arked on a vast modernisation 
and expansion progr amm e for 
which almost every road 
the smallest street seems to 
have been dug np to instal new 
glass fibre cables. 

Work appears to be 
proceeding apace. It needs to. 
With about 500,000 people 
waiting for telephone lines, 
down from an all-time Mgft of 
over 600,000 last Jane, the 
company is stretched to the 
limit to ov e rcome the hacking 
of unsatisfied demand as weU 
as new orders. New subscribers 
must wait several months, and 
in some cases op to a year for a 
fine, depending on which part 
of Madrid they are fa. Telefon- 
ica's Mr Luis Gomes says that 
demand for telephones and 
connections to facsimile and 
telex machines rose more than 
IS per cent last year and is 
continuing to grow. In the cir- 
cumstances, the company does 


not expect to ca t ch , up with 
demand for two to three years. 

To speed np installation of 
new Hm*f , Telefonica tak en 
on AT&T Network Systems as 
a third switching equipment 
supplier, in addition to Alcatel- 
Standard Electrics and fotelsa- 
LM Ericsson. After a series of 
bad delays, Telefonica has set 
monthly targets, a move which 
it hopes wul prevent bulging 
up of weak towards the end of 
the year. Strict financial 


It wfli have to cope 
with the Olympics and 
the Seville exhibition 


penalties will be I mp o se d on 
suppliers for fafflwg to comply 
with the targets. 

But the pressure on 
Te l e fo nica is unHkdy to ease 
up. In 1992 it win have to cope 
both with the Barcelona 
Olympics and the Universal 
Exhibition at Seville. 

To meet that challenge. Tele- 
fonica has already decided to 
channel some Pta 90bn (£50Gm) 
this year alone towards impro- 
ving and expanding Barcel- 
ona's telephone network. This 
is part of a general programme 
of investment, which envis- 
ages spending about Pta 600bn 
(£3-3bn) this year and every 
year until 1994 to develop the 
national network including 


digitalisation and the provision 
of new sendees. 

That level of Investment wiD 
put a heavy burden on 
Telefonica. “There is a danger 
that the flwmdal labwiff of 
the company could be under- 
mined." Mr Gomez in 

J98& Telefonica retuned Pta 
61.5bn in net profit and it 
expects this to rise by about 9 
per cent for last year, but there 
will be pressure on the amount 
of dividend the company will 
be able to afford to distribute 
as Long as the restructuring is 
under way. 

To finance the programme, 
Telefonica will draw on its own 
resources, but it is likely also 
to seek to raise money on the 
domestic or international 
markets. On the revenue aide, 
it is negotiating with the 
Government to raise juices and 
simplify the tariff structure. 
"At the moment there are 
more than 1,000 different 
tariffs," Mr Gomez says. The 
company hopes that by the end 
of 1991, prices win be mure in 
line with those in Europe. 
International calls are 
substantially more expensive 
than In other European 
countries while loral calls are 
much cheaper. The company 
wants to redress that balance, 
though it may face some tough 
opposition to any increase in 
domestic charges. 

The company is also seeking 
a role as an international 


operator, rather than supplier. 
Last July, it acquired 10 per 
cent of Entel, Chile’s largest 
telecommunications trans- 
mission group. Telefonica had 
been trying for more than two 
years to enter the Latin 
American telecommunications 
market. It had previously 
lmgnrwwrf talTv bid for a 
in the Gompaniade Tetefonos 
de Chile, which was privatised 
in late 1967. 

Other international efforts 
have been directed at Argen- 
tina and Mexko. Over a year 
ago, Telefonica offered to buy 
40 per cent of the Argentine 
state-owned telephone monop- 
oly which the then Radical 
Government was planning to 
privatise. After the Peranlsts’ 
ejection victory last year, the 
deal ran into trouble and 
prospects remain uncertain. 
The new Argentine Govern- 
ment is expected to study all 
the bids in March and take a 
final decision in April or May. 

Telefonica has made a sim- 
ilar approach to Mexico's Tel- 
Mex and hopes for a response 
later this year. Whatever the 
outcome of these proposals, 
they win not be Telefonica’s 
last forays abroad. Under its 

new fihutnnuTi and manag e- 

meat, the company’s dual 
strategy of modernisation and 
development at home and 
international expansion is 
expected to be pursued even 
more aggressively. 


WHEN MB Felipe Gonzalez 
swept to power in the 1382 gen- 
eral elections, his party mani- 
festo promised to raise the 
school leaving age from 14 to 
16. Next month Mr Javier 
Solans, a Socialist Party stal- 
wart who was Minister of Cul- 
ture in Mr Gonzalez's first Gov- 
ernment and is now Minister of 
Education, will begin to meet 
that promise by formally mov- 
ing an educational reform bill 
in Parliament. 

The reform is more than 
overdue. Earlier legislation 
raising the employ- 

ment age to 16 has created a 
two-year gap for those who end 
their compulsory schooling at 
14 as at present and are unable 
to enter the job market 
aithmig h they have i w* |<tw the 
means nor the inclination to 
continue their education. 

But the bottom line of the 
HU, Mr Solatia told a parlia- 
mentary committee, is to 
create an educational system 
that will allow Spain to whx 
“the challenge of European 
integration.*' 

The reform, as such claims 
imply, goes much farther than 
keeping teenagers on in the 
classroom for another two 
years. With a budget of Pta 
960bn over the next seven 
years, Mr Solana intends to: 

• create a new division 
between primary and second- 
ary schooling. 

• overhaul the sixth-form tier 
to allow for technical and 


vocational options In addition 
to the university 
curricula. 

• reduce the present five-year 
university degree courses to 
three. 

• introduce new subjects, 
ranging from music and plastic 
arts to accountancy mar- 
keting, to the general syllabus. 

On paper at least, the 
Reform of the Educational Sys- 
tem Law must count among 
the key legislative packages 
sponsored by the PSOE and it 
is by far the most Important 
t thb in tho social ^<1- 

It will replace an educational 
law that was framed m 1970 - 
at a time when General 
Franco, who had still five 
years to live, maintained Spain 
in isolation from Europe and 
when the Catholic Church had 
a major say in the nation’s 
education. 

Mr Alvaro Marches!, Direc- 
tor-General of Educational 
Reform and one of the fathers 
of the proposed legislation, 
wants tnat although, the over- 
all design of the bin is a good 
one, “the real test is to imple- 
ment it." 

The law is extremely ambi- 
tious in its scope although, 
indeed, it could hardly be oth- 
erwise riven the major 
changes that Spanish society 
has undergone over the past 20 
years. But Mr Marches! fears 
that a reform with such an 
ambitious scope will "stir up 
all the underlying conflicts in 


Spanish education all over 

again.” 

One potential trouble- spot 
concerns the teachers and 
another the students. 

The teachers maintained a 
six-month strike two years ago 
and are awaiting a new wage 
deal which, under the terms of 
the settlement, is due to be 
announced at the end of this 
year. Since the teachers are the 
linchpin of the success or fail- 
ure of the educational overall, 
they are unlikely to waste the 
golden opportunity to press for 
their demands that has been 
presented to them by the 
enactment of the new legisla- 
tion. 

Spanish teachers - perhaps 
like their counterparts else- 
where - feel they have fallen 
well behind on the salary lad- 
der, that they have limited 
o ppor t unities to retrain and 
improve their qualifications 
awri that thrfr co pp er contains 
few, if any, professional incen- 
tives. 

A dear problem concerns 
the division »nwng the teach- 
ers over the possible introduc- 
tion of salary scales which do 
not exist as such in Spain. The 
Education Ministry, which Is 
all too aware of the profes- 
sion’s low motivation, would 
like to build these into the new 
wage agreement bnt it has 
encountered staunch opposi- 
tion to the concept of salary 

fH f lfertwifiwIa mwmg the main 

teacher 


The students showed their 
muscle three years ago during 
an extended period of demon- 
strations over the issue of 
restricted entrance to univer- 
sity degree courses. To a large 
extent, the protests cost Mr 
Solatia's predecessor his job. 

The new legislation will 
make access to the university 
campuses still more selective 
and it is very much an open 
question wheth er Spanish stu- 
dents will take to the higher 
education alternatives such as 
technical colleges and further 
education colleges that are 
specified in the bilL 

“A major problem is that the 
Spanish family continues to 
view a university place as the 
sole objective of education,” 
says Mr Marches!, “it la 
assumed that everybody has a 
right to a university education 
because a university degree 
means social and economic 
promotion.” 

Such perceptions are under- 
standable because under the 
existing education system, in 
which compulsory schooling 
ends at 14, secondary educa- 
tion is perceived as a prepara- 
tion for university entrance. 
The assumptions are, however, 
wide of the mark; in the event, 
be tw een 30 and 40 per cent of 
students who embark on sec- 
ondary education drop out 
before they sit the university 
entrance exams. 

Tom Bums 


Diana Smith examines the country’s job training programme 

Trying hard, must do better 


WHILE THE Spanish 
Government’s ambitious Job 
training programme looks 
impressive on paper. In the 
view of the Communist-led 
Comlstones Ohreras (CCOOX 
Spa m’s seco nd largest mfaw, 
the programme suffers In prac- 
tice from severe shortuomfngs. 

It is out of touch with the 
reality of Spain’s job market; 
says the CCOO. Basic training 
for you ng sters In the state or 
church school system often 
uses outmoded equip men t or 
techniques that industry has 
scrapped. The early trriulug 
that starts at 12 is almost ade- 
quate, say mrinw official*, but 
ap e rtaHsat ton from id to 16 is 
neither sufficiently specialised 
nor up-to-date. 

This could improve, the 
union says, if firms would 
sharply Increase apprentice- 
ships for youngsters stiD spe- 
cialising at school: three 


months’ practical wink with a 
company would enhance 
young people’s preparation for 
the technical demands of 
today’s industrial and busi- 
ness world. 

What does not help them, 
say union officials, is learning, 
for instance, rudimentary 
techniques and repair of elec- 
tronic equi p ment is obso- 
lete — a riironir. lirfwt nf ru-r-n. 
pnttraial t raining 

- Furthermore, training 
courses, job creation systems, 
worker-recycling and upgrad- 
ing progr a mmes promoted or 
subsidised by the Ministry of 
Labour are, in the unions’ 
view, haphazard and uneven. 
While some fit the MIL instill- 
ing the right skills for the 
right jobs in the right loca- 
tions, others receive generous 
state and EC aid and give 
unsuitable courses - such as 
weldor training with tech- 


niques tiiat Industry at con- 
struction no longer uses, or 
courses in industry 

work in regions with no chem- 
ical plants. Spain does not 
hove a very mobile population. 

The problem, hi a land of 
2.7m unemployed people, • 
requires a consensus of man- 
agement and labour, not just 
official study and debate. 

The General Job Training 
Council, a tripartite body at 
government, business and 
untou repre s en tatives ostensi- 
bly set up for this purpose bas^ . 
in the CCOCs View, been “nm- 
ning-in permanently” since its 


creation three years ago 
foiled to gear basic and occu- 
pational tr a in i ng , mil upgrad- 
ing of experienced workers, to 
the swiftly-changing techno- 
logical : requirements of the 

S panish nuirirrt. 

And nnton-managemenl dia- 
logue tends to boll down to 
money rather than how to 
achieve high-quality training 
and retraining throughout a 
person’s active life, say critics 
of the Job training programme. 

The authorities have recog- 
nised that the programmes 
need urgent fine-tuning- "Wo 
went first for quantity* now 


we aim for quality,*" say 
Labour Ministry officials, who 
point with some pride to occu- 
pational training at 2m people 
riwfit the programme beg a n in 
1986. In its first year it 
readied 60,000 people but by 
1989 the figure had leapt to 
500,000. 

While a meagre Pta 8bu 
(£44m) was spent on training 
in 1983, spending last year 
with backing from the EC 
Social Fund exceeded Pta 
UOhn. 

Up to 1992, the Social Fund 
to all”*** DSfito to 
for job t raining — and 


64 per cent of these funds wm 
go to the less-favoured 
regions. 

The Labour Ministry and Its 
National Employment Insti- 
tute (Inem), which oversees 
occupational training; inlaid 
to inspect every training 
course hi Spain this year aid 
to try harder to ensure that 
training meets the needs of the 
market. 

In 1987 Burn commissioned 
a permanently-updated study 
of job and training needs. This 
year It will begin follow-up 
work to cheek if the right 

1,—liig f n wg ltt mt^ w# 


applicable to sectors where 
w o r ker s are needed. 

The i«*tfai stampede for 
quantity seemed the only way 
to get training moving and 
stem the rising tide of rfirwwfe 
young unemployment: before 
negotiating Its EC treaty, 
Spain hmt had n*i Hwr wwny ti 
money, teachers or instructors 
to tackle the massive training 
and recycling it needed. 

The current official fol- 
low-up involves a sweeping 
analysis of who has been 
trained, who* and by whom, 
whether courses meet specific 
needs or not, and if appropri- 
ate skills are developed 

Reflecting union preoccupa- 
tions, Labour Ministry spokes- 
men admit that it is usetew, as 
has been the case, to have a 
plethora of building worker 
courses In Extremadura, 
where there is a glut at unem- 
ployed builders - while 


Andalusia, which is desperate 
for building workers, has no 
suitable courses to train new 
labour In this craft. 

Do courses lead to jobs? And 
do the jobs draw on the skills 
learned In courses? In part, 
yes, says the Ministry: In 1989 
more than half of the people 
who went through courses got 
jobs for which they were 
trained - especially in the 
food and tr an spor t industries. 
And in 1989, 430,000 new jobs 
were found for young people. 

Nevertheless, too many 
young Spaniards are on the 
dole and risk staying there for 
years - or disappearing into 
the submerged economy. 
There is no question that 
administration, management 
and wntow are acutely aware 
of the problem and each in 
their own way, anxious to 
assuage it. How soon, and how 
effectively, is stffl in question. 
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lo be continued. 

The Barcelona Olympic Games. The Sevilla Universal Exhibition. 

The 5th Centenary of the Discovery of America. And Madrid, Cultural Capital 
of Europe. 1992 will be "The Year of Spain? 

But Telefonica Is working towards much more than just a year. 


Telefonica 

Beyond 1992. 
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Far too many Spaniards live in poverty, reports Patrick Blum 


The view from the bottom of the tower 


ON A clear day, from the top of 
the Torre Picasso, Madrid’s 
newest, highest, brightest and 
most exclusive office tower, 
you can admire the pictur- 
esque landscape that leads to 
Segovia, Toledo and 
Guadalajara. 

Few people will have the 
opportunity. The tower is 
reserved for a privileged few: 
financiers, stockbrokers, 
media, public relations and 
international auditing 
companies, and the plush 
offices of real estate and 
construction groups. They 
represent a cross-section of 
Spain’s new wealthy entre- 
preneurial elite. The tower 
itself is part of a vast com- 
mercial and business centre 
with an indoor shopping arc- 
ade of smart boutiques, cafes 
and restaurants, one of which. 

Many of the Jobless 
are too uneducated to 
obtain the limited help 
that Is available 

the Cafe del Pintor, even offers 
a "Menu Especial Yupis”. 

If the tenants of the Torre 
Picasso lowered their sights, 
they would find a less pic- 
turesque landscape of poor 
housing, squalor and poverty 
much nearer home. Madrid is 
mainland Spain’s richest city, 
but it can also claim to have 
the highest concentration of 
people living on or below the 
poverty line. 

According to a study pub- 
lished last year by Caritas, 
Spam's largest private charity, 
there were more than. 151,000 
families comprising about 
700,000 people or almost 15 per 
cent of the Spanish capital’s 
4.7m population (including 
outlying districts) living in 
poverty. That figure, says Mr 
Manuel Fernandez, Caritas 
director in Madrid, should be 
seen as a conserv a t i ve estimate 
based on taking Spanish — rat- 
her than European - average 
incomes as a base for calcul- 
ations which were carried out 
according to European 
Community criteria by taking 
half the average income as the 
poverty line. 

in Madrid’s case at file time 
of the survey, that meant 
anyone with a monthly income 
of Pta 20300 (£112 at current 
exchange rates) or below. 


Out of this number, about 

81.000 families (160,000 people) 
were living in severe poverty 
with a per capita income of Pta 

8.000 or less, with some 30,000 
people suffering from malnut- 
rition. “At the moment, there 
are more than 20,000 people on 
all sorts of waiting lists, 
needing urgent help in 
Madrid," Mr Fernandez says. 

The situation in Madrid is 
not unique. In a compre- 
hensive national survey of 
rural and urban areas at tha 
end of 1984, Caritas estimated 
that about 8m people could be 
described as living in poverty 
in the whole of Spain. 

Mr Cruz Roldan, Caritas 
national general secretary, 
says the study created an 
outcry and government off- 
icials dismissed its SwiWwp as 
exagg e r at ed. “But they never 
produced an alternative or 
equally comprehensive sur- 
vey to prove that we were 
wrong. In fact, a survey by the 
Banco de Bilbao in 1888 pot the 
figure at 10.5m. You can’t 
accuse the Banco de Bilbao of 
being biased. Another study by 
the UGT (the socialist trade 
union) put the number at 
llm," he says. 

Whatever the exact figure, it 
is generally accepted that the 
number of people living in pov- 
erty is unacceptably high. Cari- 
tas officials say that there has 
not been any real change in 
the overall piictnre. “We bel- 
ieve that the number of people 
living in poverty has remained 
the same or grown since our 
study,” Mr Roldan says. 

Rural poverty is not new in 
parts of the provinces, whether 
in Extremadura, the large and 
poorest region bordering 
Portugal in the south-west, in 
Andalucia, Castilla-La Mancha 
qud ftaliria to the north-west, 
but is exacerbating poverty in 
and around the wain 
The infill* of people from the 
countryside to the towns has 
created some serious black 
spots in or on the outskirts of 
some of the country’s major 
cities or tourist centres, from 
Madrid to Barcelona and 
Bilbao in the north, Malaga 
and Ahnerla in the South. 

Spain is expected to spend 
about Pta 942 bn (£53bn) to 
prepare for the 1992 Barcelona 
Olympics and the Seville 
Universal Exhibition. Both 
towns have gone through a 


spectacular boom with unprec- 
edented levels of investments 
both local and foreign, vast 
construction projects, new 
services and tourist facilities. 
Yet despite the strength of 
economic activity, both towns 
remain affected by poverty. 

Barcelona is the proud 
capital of Catalonia, Spam's 
richest province after Madrid 
and the - Balearic i slands which 
have the highest per capita 
income mainly from tourism. 
Yet a recent study shows that 
about 15 per cent of Catalonia's 
families can ha classified as 
poor. In some of the city’s 
districts, the proportion 
reaches 32 per cent of families. 

There are several causes for 
such poverty. In the big dries, 
in addition to migration from 
the land, unemployment is a 
major cause, foreign immig- 

The influx of people 
from the countryside 
to towns has created 
serious black spots 

ration has contributed, so have 
alcoholism and, increasingly, 
drug abuse. On the land, there 
has been a gradual impover- 
ishment of some rural areas. 
Poor agriculture and low 
educational levels - too few 
schools and teachers - will 
trap people with no indep- 
endent resources to draw upon. 

Poor health and illiteracy 
are , widespread problems 
among the poor. Gypsies, 
women and people in the 48-58 
age groups are worst affected. 
Caritas estimates there are 
80.000 people totally illiterate, 
and 800,000 partially illiterate 

- that is with only the basic 
ability to read and write simple 
texts - in Madrid alone. 

This pattern of poverty with' 
cultural deprivation creates a 
vicious circle. Many of the 
jobless and homeless are too 
uneducated and marginalised 
to obtain access to the limited 
aftniafantfia that is available. 
Many have never contributed 
to social security or pensions 
schemes - for many years 
there was no compulsory 
contribution to these schemes 

— and therefore are not 
entitled by law to standard 
benefits. 

There is now a growing 
realisation from officials that 
much more has to he done to 


begin to alleviate the problem. 
Some autonomous regions, the 
Basque Country and Canta- 
bria, have already introduced a 
minimum income of Pta 30,000 
a month a family phis Pta 5,000 
for each member of the family 
in need. The regional 
governments of Catalonia and 
Madrid are expected to launch 
similar schemes Hii g year. 

The Government is prep- 
aring a law to allow benefits to 
be paid to people that have 
never contributed to welfare 
schemes. A minimum monthly 
pension of around Pta 26,000 
and child benefits of Pta 3,000 
per child may be introduced. 
Ms Pilar Malta , Caritas general 
secretary in Barcelona, wel- 
comes both moves. The mini- 
mum pension could help more 
than 40,000 people over the age 
of 65 in Catalonia, she says. 
Additional child benefits will 
also help in view of the large 
number of poor single parent 
famines. 

"At the moment, a woman 
on her own with three or four 
children receives no help at all 
from *hg administration, apart 
from Pta 250 a month for each 
child, which is a joke,* she 
says. 

Providing money will help, 
but Mr Roldan believes a 
broader policy aimed at integ- 
rating or re -integrati ng people 
is necessary. Most of the very 
poor, and they indude young- 
sters who have never worked, 
are unsuited for work because 
of their lade of skills. In 1985 
Spam’s unemployment was 23 
per emit of the active popul- 
ation, since then the numbers 
have come down to 16 per cent, 
but some people have been 
unemployed so long that they 
have become unemployable 
before receiving rudimentary 
education and training. 

“We don’t thmh that it’s 
sufficient just to give people 
money. They need to be integ- 
rated within society. What is 
necessary is to teach people 
how to help themselves by 
providing them with skills. A 
national programme to develop 
and train people is needed as 
well as primary assistance,” he 
says. Caritas has such a prog- 
ramme but the task is enorm- 
ous. More government help 
would be wdcome. “We need 
to raise public consciousness 
and more solidarity,” says Mr 
uriMqn. it looks different from 
the top of the Torre Picasso. 
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WHEN IT is convenient to do 
so -jvhfle trying, for example. . 
to expiate, why so much of 
Spain is underdeveloped - 
Spaniards like to defend 
themselves by reminding green 
foreigners that Madrid lies 
exactly half-way between 
Rabat and Paris. 

This is supposed to cover a 
multitude of sins. Why, for 
instance, perfectly normal, 
even wealthy, Spaniards tole- 
rate their neighbourhoods 
being smothered with litter 
and construction rubble. In 
Madrid, the enclave of Puerto 
de Hierro is about as expensive 
as one can get Million-dollar 
houses, fenced in and often 
guarded, are common. The 
place is ringed with what looks 
like a garbage dump and no- 
one seems to care. 

Lesson one, we are told. Is 
that Spaniards seem mainly to 
concern themselves only with 
what is theirs. Their house, 
their family. 

Lesson two is that 
Spaniards, for the most part, 
are incredibly indulgent. They 
put up with amazing traffic 
congestion, an appalling 
telephone system, the astonish- 
ing bureaucracy of the courts 
and slovenly services with 
almost saintly ease. They are 
nice people. 

Which, for the foreign 
businessman or woman 
arriving luae to work for the 
first time, is the point. In 
Spain, people hate to 
disappoint and it can get 
newcomers into terrible 
trouble. 

The problem is the culture of 
the intimo amigo , the very 
dose friend. 

Typically, on arriving, a 
newcomer will be lunching 
with an established contact 
when the name of a potentially 
helpful stranger win crop up. 
You need, say, a work permit 
quickly. “Hey,” the lunch 
partner will exclaim, “don't 
w orr y . Be (the stranger) is a 
very dose friend. Fll fix it” 

Now, your contact may well 
know the person in question 
by sight but than is normally 
absolutely no reason to believe: 

• that he has ever said more 
than haiin to Mid stranger at a 
party; 

• that the stranger would 
know him by sight and 
remember his name; 

• that the stranger likes your 
friend. 

You could wait a long time 
for the work permit 1 stood 
with a fairly senior Spanish, 
banker at a reception in 
Madrid recently and of the 
dozen or bo people who swept 
up to clasp him in the vigorous 
Latin manner, he confessed he .. 
knew the names only iff four. 

In business circles at least, 
people are under great 
pressure to know the 
influential. Few people would 
admit to not having an intima 
amigo at, for instance, the 
Bank of Spain. 
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Few wo ted admit to no “biUma amigo” at tho Bank of Spain 

Partly, this goes back to an -This helps with the 
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Unlike-Americans, Spaniards . Tbe other thing is to hire a 


Partly, this goes back to an 
old Castilian fear of isolation. 
Unlike -Americans, Spaniards 
have not spread themselves 
across their wide-open 
countryside. The once 
forbidding central plain is 
instead dotted with little 
villages clotted together for 
war m th and iwm paninnghlp . 

The other part of the 
explanation is sadder - in 
Spain It is who you know, not 
how good you are, that counts. 
A nightmare bureaucracy has 
made influence pedaling 
unavoidable for even the most 
basic business requirements, 
such as a telephone. 

Foreigners arriving in Spain 
often try to do two things very 
quickly. The first is to hire a 
good secretary. A fearless, 
demanding and potentially 
unpleasant person if possible. 


young socialite. This person 
may do you no other good than 
to he able to tell you, 
accurately, whether someone’s 
claim to be a good friend of 
another is true. The sdcaalite 
should also find you a 
well-connected lawyer. Most 
international banks in Madrid 
employ such people and they 
are invaluable. An aristocratic 
background and a good 
university help. 

The socialite will probably 
know the people whom you 
want to meet. They would have 
hunted with his or her tether. 
The socialite may not be dose 
friends with the VIP in whom 
you are Interested (and he 
would be confident enough to 
say so) but be or she would 


probably know the last but one 
^boyfriend- of one .of .the. VI P’s 
:;wife’scaasfh& Get a foot in the 
-fondly door and you are away. 
Very little else .works unless 
someone wants a favour from 

you. •• 

- Once the business you are 
setting up is functioning, hold > 
a press tench at a good restaur-' ? 
mot Lots of people will come 
mid you will get coverage. The 
important thing , though, is to 
leave nothing unexplained or 
unclear. The Spanish business 
press,- though- flourishing, is 
young and inexperienced. The 
newspapers are put together in 
a hurry and there is never 
much time to check facts or 
correct mistakes. 

If you ever have to sack 
anyone, be careful. One British 
executive who recently set up 
an operation in Madrid 
dismissed an employee early 
on and suddenly found all 
• manne r of stories appearing in 
the press about his company - 
mostly to the effect that it was 
about to. collapse. The articles 
persisted for months, and none v 
of his denials to the press did 
the slightest bit of good. 

It is probably just as well to 
play your cards close to your 
chest when you come to Spain. 
Wait until someone does you a 
favour for nothing before you, 
too, begin calling strangers 
your very good friends. Many 
good people win help you but 
the smiling faces, the hearty 
welcomes and endless prom- 
tees are not the real Spain. 
This Is a difficult, introv ert ed, 
country. In business, the 
intimo amigo is normally 
■ either a relative or a mirage. 

Pater Bruce 
















